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On the Tightrope 


oe King’s Speech opening the first session of the new Parliament 

gave clear evidence—which the strong language and the close 
division in Thursday’s debate did not controvert—that Ministers are 
to draw the logical conclusion from the election results. There was, 
indeed, little enough doubt about it. It is true that one or two of the 
wilder spirits in the party were for going full steam ahead with a 
socialist programme and damning the consequences—and it is an 
interesting historical reflection that they consisted in large part of the 
same bold spirits who clamoured for a Second Front in 1942 and 
would, then as now, cheerfully have lost the war for the sake of a 
theatrical gesture. But politics, like war, though it may have its 
romantic moments, is played in dead earnest and Mr Attlee, like Mr 
Churchill eight years ago, prefers to play safe and wait, hoping that 
time is on his side (though possibly with much less justification, since 
American aid was then just beginning and is now beginning to 
taper off). 

Already there is a perceptible shift in the prevailing opinion. In 
the first flush of the election result, the air was full of predictions that 
this parliament would be strangled in the cradle and that there would 
be another appeal to the people almost at once—June was a favourite 
prediction. To this has succeeded the calmer reflection that it may 
be possible for the Government to continue for some time. It is true 
that with a majority of 6 or 7 the Labour Party cannot legislate—the 
programme in the King’s Speech was anodyne to the point of comedy. 
But it has the sweets of office and it enjoys the vast powers of 
administration, that belong to His Majesty’s Government. The Con- 
servatives, on their side, are in the position of guerrillas in an occupied 
country. They can harass Authority, they can defeat it in little 
unrehearsed crossroads brushes, but they can neither choose their 
opportunities nor face a pitched battle. 


The odds are that this parliament will go on until either the Govern- 
ment’s majority melts away in by-elections or else Mr Attlee and Mr 
Morrison get tired of the strain of carrying on. That is equivalent to 
saying that they will get through to the autumn. But whether they 
can last much longer is, for a number of reasons, much more doubtful. 
For one thing, tempers may rise. It is not without significance that 
the Leaders of the House and of the Opposition are Mr Morrison and 
Mr Churchill, who do not like each other, and not, say, Mr Eden and 
Mr Chuter Ede, who could maintain the appearance of non-con- 
troversiality much more convincingly. Mr Churchill has more reason 
than his younger colleagues to be in a hurry and Mr Morrison, though 
he is in reality the sanest and most moderate member of the Cabinet, 
can never forget, when he is on his feet, that he is a cockney. Both 
sides may have the most excellent intentions of doing their duty in 
the stations to which it has pleased the electorate to call them, but the 
old Adam will not stay buried for long. 


Furthermore, the major premise of a non-controversial parliament 
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-must be that it is possible for the country to get 
along for a while without legislating on topics that 
will inevitably lead to open party warfare. Great as is 
a modern government’s ability to write its laws in the 
departments it is not yet, fortunately, quite as great as 
that. It may be possible—just possible—to get through 
to July without touching on the great issues. But it is 
certainly not possible to go much further. Some acri- 
monious issues will be brought up by the calendar. 
October ist is the first of the crucial dates in the imple- 
mentation of the Iron and Steel Act. That issue can, 
if the Cabinet so desire, easily be deferred ; but the 
argument over the whole range of planning and economic 
controls that will be raised by the necessity to renew the 
Supplies and Services Act cannot be dodged. 


There are also other issues of the gravest importance 
that will be brought up by the development of events. 
The Estimates which have been appearing this week are 
a reminder that the basic issues of economic policy will 
have, before long, to be decided. These figures, which 
are set out in detail on later pages, make it quite plain 
that the Cripps policy is very near its end. The Cripps 
policy has, in reality, been one of dodging the issue, and 
though its imperfections have always been obvious, it 
has achieved this major aim with a fair degree of success. 
For two and a half years, Sir Stafford has contrived 
neither to bring the inflation he inherited from his pre- 
decessor decisively to an end, which might have 
endangered the seraphic state of overfull employment on 
which the Labour Party has now staked its existence, 
nor yet to let it gallop ahead too dangerously. Such a 
policy cannot, from its nature, be pursued for very long ; 
that it has lasted as long as it has is very remarkable ; 
and there are plenty of signs that it is now nearly 
finished. The buoyancy of the revenue (itself a con- 
vincing sign of inflation) may make it just possible to 
produce one more budget that will meet all the demands 
for expenditure and still show something that can be 
called a surplus. But expenditure is now out of hand 
and running away ; Sir Stafford set his face a year ago 
against all supplementaries, but he now has to swallow 
£169 million of them. The policy of freezing wages is 
on its last legs ; and if it goes, dividend limitation (which 
cannot be enforced without legislation) will follow it. 
Defence expenditure is rising ; large capital programmes 
are gathering speed ; and the effects of last September’s 
devaluation on the internal price level have not yet 
worked themselves out. 


It will not be possible to put off the choice of policy 
very much longer. What makes it a choice of peculiar 
political difficulty is that it is really a choice of what 
shall be done about the level of employment. One 
possibility is to abandon the attempt to. keep inflation in 
check, to glory in the undeniable fact that it is the best 
(short-term) preservative of overfull employment, and to 
deal with the consequences of deliberate inflation by an 
ever wider variety of physical controls. In so far as there 
was any coherence at all in Dr Dalton’s policy this was 
it ; and there are advocates of it in the Government today. 
Indeed, if the phrase in the King’s Speech that “ should 
other measures prove to be immediately necessary for the 
maintenance of full employment . . . Ministers will not 
hesitate to submit them to Parliament, even though they 
may seem likely to prove contentious,” is anything more 
than bravado, it is a promise that, when the time comes, 
the Government will choose this course. Mr Morrison 
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was very indignant with Mr Churchill for quoting the 
warning given by Mr Kenney, the head of the ECA 
Mission in this country, that the conditions that com- 
pelled the devaluation of last autumn may easily recur. 
Mr Kenney is an authoritative and—as the rest of his 
report shows—a friendly observer. Indeed, the point is 
familiar and obvious and Mr Morrison’s indignation was 
quite misplaced. If the Labour Government, when at 
length they come to the crossroads, choose the path they 
look like choosing, then the internal value of the pound 
will continue to fall and the external value will follow it. 
There is nothing either novel or irresponsible in pointing 
out such an obvious fact. 

The other course is equally well known. It would 
resolve the present uneasy compromise by coming down 
definitely on the side of disinflation, of doing whatever 
might be necessary to reverse the trend and start the 
value of the pound rising. The first thing that would be 
necessary would be to reduce the rate of public expendi- 
ture. Such a policy would not only be highly unpopular 
in itself, it would obviously run the risk of raising the 
total of unemployment above its present exiguous level. 
There is, therefore, no cause for wonder that Ministers 
have shied away from it so long as they could do so 
without running to the other extreme ; and that the 
Opposition, by and large, has done the same. But 
within a few months the choice will have to be made: 
either rampant inflation, with more controls at home and 
another devaluation abroad ; or disinflation in earnest, 
with curtailed expenditure on the social services and a 
rise in unemployment. 

It is perhaps necessary to add—since the emotional 
content of the word unemployment is so high—that no 
sane man desires any unemployment at all, either for 
its own sake or as a means to other things. In tltis mid- 
century generation, any economic policy must aim at 
the highest level of employment, taken as an average 
over the years, that is compatible with the economic 
health of the community. The argument is not whether 
full employment is desirable but whether the best way 
to secure it in the long run is to take the steps that are 
necessary for the balance and strength of the economy 
(which can alone guarantee full employment for any 
length of time) even if those steps run some risk of dis- 
turbing somebody’s job now, or whether it is better to 
subordinate every form of prudence and providence to 
the single blind aim of maintaining the present pattern of 
employment, even though that involves drifting without 
any other purpose towards almost certain disaster. 

This choice is bound to force itself on the parties with 
steadily rising urgency in the months ahead. With 
minor degrees of difference, the two major parties have 
hitherto been at one in dodging it—which is, of course, 
the sensible course for any politician. So long as that 
continues to be the case, a political crisis and a new elec- 
tion would revolve round nothing more fundamental 
than the choice of which party was to dodge it in office 
and which was to dodge it in opposition. Another elec- 
tion on that issue would be a waste of time and money. 
But at the very earliest moment when an election could 
record a clear choice of policy, it will become both 
desirable and urgent. Nobody can predict when that 
will be ; it depends upon when the next bout of economic 
trouble arrives. That being so, we must hope that it 
comes quickly and is serious enough to put the electorate 
into a deciding mood. Until then we shall have to 
content ourselves with cattle grids. 
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Economic Dogmatism in Germany 


T Minister for Economics in the Federal German 

Government, Dr Erhard, has had an uncomfortable 
two months. Until the turn of the year, his undeviating 
faith in the policy of complete laisser faire seemed to be 
justifying itself in works as well. The phenomenal 
recovery of the German economy after currency reform 
coincided with a determined attempt to restore a “‘ market 
economy ” in western Germany, to remove all controls, 
to restore the price mechanism and to revert to monetary 
incentives. The programme was a practical success ; it 
also earned the special commendation of Germany’s 
American advisers. In December, however, Dr Erhard’s 
fortunes changed. The presentation to the Organisation 
for European Economic Co-operation of the German 
“plan” for the next two years of Marshall aid opened 
a phase of acute criticism of German economic policy, 
during which—to the Germans’ especial chagrin— 
American officials in the Economic Co-operation Admini- 
stration were most vocal and dissatisfied. For almost 
three months, memoranda and counter-memoranda have 
passed between the German Government, the High 
Commissioners, the ECA in Frankfurt and the ECA in 
Washington. At the moment, there are signs of a truce. 
It seems certain, however, that the issues are not yet 
settled. 


The debate began with the American discovery that 
the German forecast of the next two years resembled “a 
cry for help rather than a programme for viability.” The 
report to OEEC estimated a trade deficit of $400 million 
in 19§2, and even this figure had been reached only by 
making remarkably optimistic assumptions about trade 
with other Marshall aid countries and with the dollar 
area. Moreover, the policies proposed for the internal 
management of the west German economy suggested, 
in the American view, that the unbalance might be even 
more severe. While food in 1949 accounted for 70 per 
cent of Marshall aid, grain had been used wastefully as 
animal fodder and for distilling, while little attempt had 
been made to increase internal food supplies—the use 
of fertiliser had been particularly disappointing—or to 
divert German exports either to dollar markets or to other 
possible sources of food. 


Industrial expansion promised no better. The level 
proposed—an index number of 107 as opposed to the 


100 of 1936—was no doubt dictated by the fear that any 
ambitious programme of capital investment would carry 
with it the risk of reinflation. The Americans, however, 
attacked the programme not only because it left out of 
account the need for absorbing the swollen population 
of the western zones, but also because the expansion 
in itself inadequate, would not necessarily occur in essen- 
tial industries—in housing, in sectors working for export 
or in undertakings likely to absorb most workers. This 
estimate of the insufficiency of the capital investment 
programme to sustain the proposed levels of consumption 
and export led the critics to the most vulnerable point 
in the German plan—the admission that in 1951 there 


would be as many as 1,800,000 men and women out of 
work. 


The uneasiness created by the German forecast was 
increased by two factors. The first was the attitude of 
the German Government itself. Again and again in dis- 
cussing the actions that might be taken to offset this or 
that result, the Government declined to consider inter- 
vention by the state, on the grounds that “ German 
economic policy is as a matter of principle against 
regimentation and most controls are now withdrawn.” 
To this attitude of dogmatic laisser faire, the administra- 
tion added a tendency to blame most shortcomings on 
external circumstances—the nine million refugees in the 
western zones, the arrival of new refugees at the rate of 
about 3,000 a month, the division of Germany, the 
obstacles to east-west trade created by the American 
licensing system. The second factor was the sharp 
deterioration in the German position which occurred early 
in the New Year. Unemployment had increased by the 
end of February to over 2 million. At the same time, 
Germany suddenly acquired an adverse trading balance 
with every other state save Austria. In the autumn, the 
decision had been taken to remove all restrictions and 
quotas from about 35 per cent of Germany’s foreign 
trade. Private traders bought with both hands. Whereas 
from January to September last year, Germany had on 
the average a favourable monthly balance of some $7 
million with the Marshall countries, the deficit for 
December was $50.9 million. The total deficit had 
risen from a monthly average of $79.9 million to $160.7 
million. It is true that the deficits with Europe—which 
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can be settled without recourse to dollars—may have the 
ultimate effect of expanding general trade. But the 
sudden appearance of so many deficits added fuel to the 
criticism of German policy. 


Unhappily for understanding and good will in the west, 
criticism of the German plan, which began as a reasoned 
comment on certain inadequacies in the programme, soon 

developed into a violent political argument over the merits 
and demerits of laisser faire and planning. The Germans 
themselves are to some extent to blame for this. The 
British elections were about to take place, and it was 
tempting for both the supporters and the opponents of 
laisser faire in Germany to compare their own system 
with the British experiment which was about to be tried 
by popular vote. The German Government’s decision 
to announce that all food rationing except for sugar would 
end in Germany on March ist, and its attempt to end 
petrol rationing, seem to have sprung from political 
motives, since earlier dates could easily have been chosen ; 
food rationing had been a dead letter for some time and 
petrol was easily available on the black market. On the 
other side of the political arena, it seems likely that the 
German Opposition had some hand in allowing the news 
to leak to the press that both in Frankfurt and Washing- 
ton, the Americans were taking a very critical view of 
some of the consequences of German laisser faire. As a 
result, the German economy has been painted in some 
peculiar colours in recent weeks, the supporters of free 
enterprise heightening the effects that please them most 
—the sharp rise in output, the incentives to work and 
earn, the tendency of the price of consumer goods to fall 
—while the defenders of the planned economy point to 
houses unbuilt while building workers are idle, to great 
contrasts in riches and poverty, to luxuries imported and 
produced before necessities and, above all, to the mass 
of unemployed. 
* 


This debate is a singularly fruitless contribution to an 
understanding of the German problem. It is clear on 
the one hand that a policy of complete non-intervention 
by the Government is unthinkable. The problems which 
face western Germany—the appalling housing problem, 
the destruction of physical assets and the obsolescence of 
industry, the extreme shortage of capital, the influx of 
refugees, the re-orientation of trade made necessary by 
the Iron Curtain, the limitations on steel making and 
shipbuilding still imposed by the Allies—cannot be 
satisfactorily solved by the unaided and unguided work- 
ings of the profit motive. In fact, the whole of current 
American criticism of German policy is simply a varia- 
tion on the fundamental theme that the methods of non- 
intervention practised by the Government are insuffi- 
cient to meet the peculiar conditions of western Germany 
today. On the other hand, it is equally fallacious to 
suppose—as some British critics are suggesting—that the 
British policy of semi-controlled inflation and overfull 
employment could be transplanted to German soil. 
There is no compact incorruptible civil service in 
Germany. There is no fiscal discipline. There is a 
pathological fear of inflation. Controls became derisory 
in the period before currency reform and in any case 
carry in Germany the memory of the Nazi version of 
planning. 

Both sides in the debate have also done a dis- 
service to Germany by seeking to underline an exclusive 
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choice between complete laisser faire and complete 
control. Some of the German memoranda have suggested 
that there is no half way house between Dr Erhard’s 
economics of pure non-intervention and a regimentation 
more complete than any practised in such economies 
as are still controlled in the West. But this rivalr, 
between extreme creeds is not the issue in Germany 
today. The changes that are necessary—and that are 
being urged as much by the non-planning Americans as 
by the plan-minded British—are modifications and 
corrections of German policy, not total reversals of jt. 
A Government does not need to announce its conversion 
to total planning if it agrees, by various predominantly 
fiscal methods, to introduce a measure of guidance into 
the workings of the economy. A number of measures 
are reported to be under discussion—tax relief on hous- 
ing and other essential investment, purchase tax on 
luxuries, higher taxation of unearned income, the diver- 
sion of a proportion of the Counterpart Funds to 
agricultural investment, financial inducements for the 
greater use of fertilizers, dollar bonuses for dollar 
exports, a national loan for reconstruction—and Dr 
Adenauer, the Federal Chancellor, has given a general 
undertaking to increase public investment in housing 
and for transport. These changes have been brought 
about in part by Allied pressure, and such interventions 
are bound to be more effective if they leave the ideological 
issue to one side and concentrate upon observable short- 
comings and practical remedies. 


& 


The fundamental reason for abandoning ideology in 
the discussion of German economic organisation is that, 
so long as critics debate whether too much laisser faire 
or too much planning is responsible for Germany’s ills, 
they forget how much deeper go the political and 
economic roots of the crisis and how little, in fact, the 
cure can be found within the confines of western 
Germany. The problem of purchasing sufficient 
supplies of foodstuffs and raw materials in stiff 
competition with other exporters of manufactured goods 
and in a world in which so many of those supplies 
have the dollar sign over them is Germany’s chief 
problem—but it is one shared with almost every other 
Marshall country. The only difference is that in western 
Germany there exists a special temptation to believe that 
the old suppliers of food—eastern Germany, eastern 
and south eastern Europe, Soviet Russia—could replace 
dollar and sterling supplies and this tends constantly to 
trouble Federal Germany’s political allegiance to the 
West. Hitherto, the assumption has been that these 
economic siren calls across the Iron Curtain would be 
stilled by Germany’s “integration” in the western 
economy which was to grow from the Marshall Plan. 
This, surely, is an assumption in far greater need of re- 
examination than the effectiveness or not of Germany's 
domestic economic policy. The drama of Germany is 
still its division—body and soul—between east and west. 
Indeed, without that division, many of the particular 
economic problems troubling the critics today would 
settle themselves. Germany’s western neighbours might 
therefore with profit spend less time in hurling bouquets 
or brickbats at Dr Erhard and rather more in reflecting 
on the precarious balance of interest, economic and 


political, which secures Germany’s continued adherence 
to the western world. 
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Defence 


HERE is no aspect of official policy which nowadays 

is accorded such piecemeal and unsatisfactory 
examination as defence—both in Parliament and among 
the general public. Many of the subjects which it covers 
—the details of strategy, the location and organisation 
of the forces, the development and production of weapons 
—are of course secret, but in the past four years the 
Government has cast a pall of obscurity over far more 
than the short list of subjects which no responsible 
person would expect to see divulged or discussed in 
public. For this reason, the annual Statement on 
Defence, which is always brief and has often been lacking 
in candour as well, has come to be almost the only guide 
by which to form an estimate of how well or ill the 
Government is providing for the military security of 
Britain and the British Commonwealth. 


The first two Statements, for 1947 and 1948, were 
mainly concerned with the problems of putting the war- 
time forces of 1945 upon a peacetime footing. Last 
year’s Statement was the first to recognise that Britain is 
faced with peacetime commitments and with an inter- 
national situation that requires precautions far greater 
than those that are traditional in time of peace. It was, 
however, complacent in the extreme about the methods 
by which the difficulties of manpower, finance and 
organisation could be overcome. This year’s Statement, 
which has been published this week, is more forthright 
and, although there are many questions which it leaves 
unanswered, it does permit of certain broad deductions 
being drawn about the successes and limitations of 
Britain’s defence policy. 

In the first place it is clear that events outside Britain 
have not worked towards a lessening of the military 
burden resting upon the British people. The defence 
budget for 1950-51 is estimated at £780 million, or 
{21 million higher than that for the current year. The 
Western European Defence Organisation has been in 
existence for over a year and the Atlantic Pact was signed 
ten months ago. It might have been reasonable to hope 
that the pooling of defences among the western nations 
would lead to some lessening of the strain upon that one 
of the group which, relatively to its resources, was pre- 
viously doing most. But any such hopes are dis- 
appointed ; no important economies have so far been 
achieved from co-ordination of Britain’s defence policy 
with its European and Atlantic allies. The reasons for 
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this appear to be straightforward ; joint west European 
defence has meant a contribution of the only modern 
war material immediately available from western Euro- 
pean resources—British fighter aircraft and their equip- 
ment. The necessity to win the confidence of the 
European allies for a stronger policy than that of sauve 
qui peut has made it necessary for Britain to expand its 
own military contribution, an expansion which may well 
have to go much further before a watertight defence 
organisation is a reality. Equally, direct military aid from 
the United States under the North Atlantic Treaty has 
so far resulted only in a programme to modernise and 
expand the RAF bomber command, not in any reduction 
in its cost. The indirect aid, extended in terms of dollar 
credits, means only that “ we may recover some of the 
dollar costs of raw materials used in the additional arma- 
ment production undertaken as a contribution to the 
defence of the North Atlantic area.” In other words, 
there are no economies to be found in a co-operative as 
opposed to an isolated defence policy at a time when the 
whole system must be strengthened. 

Nothing, however, is said or implied in the White 
Paper about the possibilities of economy through radical 
measures of integration between the armed forces of the 
different western and Atlantic powers—a silence which is 
perhaps not surprising in view of the snail’s progress 
being made in creating the necessary international 
political framework for such a policy. It is very much to 
be hoped that next year’s Statement on Defence will 
indicate a large measure of economy through the welding 
of armies and air forces into something approaching 
cohesive international units. 


* 


The second conclusion which can be drawn from this 
year’s Statement is that the production of weapons and 
research into them are beginning to dominate questions 
of defence policy and expenditure. When the total 
defence budget is limited—however large it may appear 
—the advantages of paying a high wages bill for a strong 
force under arms have to be set against the alternative 
need to ensure that the vastly expanded armed forces 
that would spring up in the event of real danger could be 
promptly equipped with the latest weapons. It is evident 
from the estimates of expenditure for 1950-51 that this 
dilemma is being resolved in favour of the weapons— 
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though more through the force of circumstances than 
by any freely taken decision. Since the number of 
regulars that is likely to be recruited to the forces is 
limited by social conditions, and the number of nationai 
servicemen by the mathematics of past birth rates, the 
services really have no present option but to concentrate 
a higher proportion of their resources on research and 
production. Thus in the coming financial year the Royal 
Navy will decline in size by about 20,000 men ; it will 
save {2,000,000 on its armed, and another {2,000,000 
on its civil, wages bill ; but it will spend {10 million 
more on production and research (particularly on the 
latter). The Royal Air Force is now 10,000 men below 
the figure projected in last year’s statement (which was 
based on over-optimism about regular recruiting), and 
is expected to remain at the present level ; it will save 
about {4,000,000 on its wages bill, but will spend an 
extra {£13 million on production and research. 


The largest change in balance is to be found in the 
Army. The strength of its regular component will 
actually decline during 1950-51 from about 185,000 men 
to 178,000 men: this is based partly on the calculation 
that regular recruits will in any event fall off, partly on 
a deliberate policy of weeding out redundant men in 
headquarter staffs and schiools. (According to the esti- 
mates of pay given in the 1950-51 Army Estimates 9o per 
cent of this reduction is to be in other ranks and only 
10 per cent in officers.) The National Service component 
of the Army will be reduced accordingly, and over 
{£10 million will be saved on pay. The vote for research 
and production shows an increase of £7,000,000, and 
it could be more, as the White Paper states that the size 
and commitments of the Army make it the least able 
of the three services to devote as much to research and 
new production as would be desirable. 


This growing concentration of effort upon research 
and production (in 1948 it accounted for only 24.1 per 
cent of the total estimated defence budget, for 28.3 per 
cent in 1949 and for 31.9 per cent in this year’s estimates) 
is probably inevitable. In an era of rapid technological 
change it would be folly to assume—as was indeed 
officially assumed until quite recently in regard to most 
types of equipment except aircraft—that the services 
could “ live on their fat.” The idea that the production 
of new equipment should not begin until the services 
had-broken or worn out their wartime equipments would 
spell certain disaster in the event of a sudden emergency. 
Since the useful life of most equipment in service since 
1945 is, with the possible exception of ships, coming to 
an end, it must be accepted that the budgetary provisions 
for new equipment will grow rather than diminish with 
each succeeding year if the existing forces are to be kept 
eveh reasonably efficient. 


* 


When it comes to deal with manpower, the Statement 
‘is both more realistic and more defensive than its 
predecessors. It admits that the rate of regular recruit- 
ing is not good, that in 1949 it fell well below the rate for 
1948, and that in 1950 the rate of wastage in the Army 
will result in a net decline in the number of regulars. 
This at least is an advance on the pious hopes expressed 
in last year’s Statement that some magic would improve 
recruiting. More money is being spent to provide 
accommodation and the services to complete 30,000 
new permanent houses in the United Kingdom within 





THE ECONOMIST, March 11, 1950 


the next five years. There is no doubt that decent living 
conditions are a strong incentive to enlisting, but the 
Statement is silent on the other two major inducements 
improved conditions of service and better pay. It may 
be that pay is not the decisive factor, and it is arguable 
that it may be better to spend the available money on 
other things than improved pay. But if the Government 
are still of the belief (as they must be) that the Army and 
the Air Force need a larger regular element than at 
present, then they have no right to regard the problem 
as insoluble until they have at least tried the effect of 
definitely attractive rates of pay. 


The concluding sentences of the White Paper make it 
quite clear that the present Government will not aban- 
don or modify the existing system of national service. 
They reject what might be called the Liberal contention 
that “regular recruiting could be improved to such an 
extent as to make it unnecessary in the near future to 
employ national service men.” They also reject as 
impracticable—that is politically impossible—the idea of 
selective service which has found favour with certain 
Conservatives. What they do not show, however, is that 
the present organisation—an army and air force with a 
small regular cadre strained to the utmost by the rival 
claims of training and operational commitments, and 
backed by reserves which are impressive only on paper 
—is the correct one for the present day. 


This year’s Statement on Defence marks a definite 
stage in defence policy. The Government have made 
up their mind that the balance between the three services 

is about right”; they have instituted a number of 
small economies, but they have decided to spend the 
consequent savings and much more besides on improved 
production and research ; and they have decided to stand 
by their present manpower policy. The financial 
counterpart of these decisions is to dash any lingering 
hopes of a reduction in Britain’s defence expenditure. 
Moreover, it is equally certain that, unless world events 
take a more peaceable turn in the near future, the trend 


of expenditure in the next few years will be upward 
and not downward. 


It is a shocking thing to be spending nearly {800 
million a year on defence in what bomen to ee 
of peace, and there will be plenty of people ready to 
declare that the country “ cannot afford ” such expendi- 
ture. It is true that the country cannot long afford the 
present level of total government expenditure or the taxa- 
tion that is necessary to support it. But there is no very 
good reason for picking out defence expenditure as the 
straw that breaks the camel’s back. It has indeed 
increased, both absolutely and also in relation to the 
national resources ; but other forms of expenditure have 
increased much more. In 1938, expenditure on the 
social Services was just below that on defence ; in 1949, 
if food subsidies are included, it was nearly double. If 
the community can “ afford” to spend 13} per cent of 
its income on the welfare state, can it not afford 7 pet 
cent for defence? The real question is whether the 
nation wishes = defend itself. If it does, then it is far 
more economical to spend enough in peacetime to avoid 
a war than to spend ten eee much in fighting it. 


The question for the public to ask is not how much the 
defence programme costs but whether it is technically 
adapted to serve its major purpose of averting war. And 


this _ precisely the question on which the Government 
are still obstinately silent. 
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Africans in London 


OT every African chieftain finds an English bride 

in London, and on the whole the very small 
number of colonial people in Britain occasion few nice 
dilemmas involving such difficult decisions of imperial 
policy as have arisen in the case of Seretse Khama. 
Colour prejudice, where it exists, is not nearly as strong, 
for instance, as the prejudice against admitting foreign 
labour into Britain; indeed, the one can almost be 
regarded as a small special aspect of the other. But it 
would be ostrich-like to assume that, because the 
numbers of coloured men and women from the colonies 
are small, their treatment in this country and their 
experiences here are unimportant. London is regarded 
throughout the British Empire as the fountain of the 
civilisation with which British administrators have sought 
to endow the colonies; it is the Mecca of every 
ambitious colonial and the influence and opinions of 
visitors and students when they return to their native 
homes is out of all proportion to their numbers. 


There is no compulsory registration of colonial people 
in Britain and therefore, between censuses, no accurate 
statistics ; but the Colonial Office estimates that there 
is now a permanent colonial community of at least 
20,000 and possibly as much as 30,000 people, including 
English wives and children born here. There are also 
about 4,000 colonial students, some hundreds of colonial 
seamen and a handful of men who were brought to 
Britain durng the war and who have not yet returned 
to their own colonies. Most of them live in one or other 
of the big cities or ports—London, Liverpool, Cardiff, 
Manchester and Birmingham — of which London 
contains much the largest number. 


These people can be divided roughly into four 
groups. There are first the permanent residents who 
have settled here and who have no intention of return- 
ing to their native countries. They regard themselves 
as British citizens, exercise their voting rights, and have 
taken their places as responsible members of the 
community. Most of them are well-educated and their 
standard of living, their trades and their professions 
are, in general, those of the middle classes. They suffer 
occasionally from colour prejudice on the part of their 
fellow citizens, but probably no more than the Jews 
suffer from the rare outbursts of anti-semitism. They 
are not in any sense a “ problem,” except in so much 
as they are slightly privileged in having the British 
Council and the Colonial Office to watch over their 
interests. 





COLONIAL STUDENTS IN GREAT BRITAIN AND IRELAND 
AT DECEMBER 31, 1949* 
Scholarship Private 
Holders Students Totals 


Fast and Central Africa ....... 210 285 495 
West Aside (pe sch rs 565 1,095 1,660 
For Rast; goin bis cvtacees es 167 213 380 
Mediterramen@.. dis sisée cals vos te 96 174 270 
West. Indie eo 410 594 1,004 


Other territories (Falklands, Fiji, 
Mauritius, St. Helena, Seychel- 
les) . ... dco eudena ceecuey. 70 135 205 


rn 


ton 2518 2496 4,014 
* Colonial Office figures. 


a. 


The second group are the students who are brought 
to Britain under the £1,000,000 scholarship scheme. 


There are some 1,500 colonial scholars, more than half 
of whom come from West and East Africa, scattered 
among most of the universities and training colleges in 
the country. They are carefully chosen by the colonial 
governments concerned, and their standard of education 
is the same as that of other scholars. The subjects which 
they read are fairly evenly distributed over the whole 
range of undergraduate studies. The order of preference, 
which is to some extent dictated by the needs of the 
colonies themselves, is: engineering, medicine, teaching, 
arts, nursing, science, law and accountancy. They are 
given adequate, possibly even generous, living allowances 
(from £295 at the provincial universities to a2 maximum 
of £365 at Oxford and Cambridge, with tuition and 
examination fees paid and additional allowances for 
travelling, etc.) and there are as well a number of 
voluntary organisations which make social arrangements 
for them during vacations. 


The third group are private students who make their 
own way here and most of whom have little or no money. 
Nearly all of them realise before they come that they 
are going to find living in Britain difficult ; but they 
deliberately choose to put up with a hard life as the only 
means of acquiring the higher education from which 
they will be able to reap immense advantages—financial 
as well as social and political—when they return to their 
homes. There are at the moment about 2,500 such 
students in Britain. Most of them read law, with 
medicine and nursing a close second and third. 

Finally, there are the seamen, and a heterogenous 
collection of people who have come to try their luck 
in this country rather than in their own. There is no 
reliable estimate of their numbers, but it is believed that 
they do not exceed more than a few hundred men and 
women. 

There is little to say about the first two groups. Very 
few among them are discontented—though they are 
quick to report colour prejudice if they come across it 
—and, as far as they are concerned, England tends to 
live up to their expectations. They meet with kindness 
and hospitality almost everywhere. The students are 
genuine scholars and revel in the academic life to which 
they have been introduced. Their allowances are big 
enough to enable them to live in reasonable comfort, so 
that they can concentrate their energies on getting the 
maximum benefit from everything that they can learn 
here. The Colonial Office and the colonial governments 
are to be congratulated on the good work they have done. 


* 


The third and fourth groups, however, the private 
students, the seamen and casual adventurers, are a 
different matter. With the exception of the tiny minority 
of students who are the sons of wealthy parents, they 
live in slum-like conditions in what are usually the worst 
quarters of the towns where they have chosen to stay. 
Outside their studies or their work, they mix with the 
lowest strata of society. Although they seldom get into 
serious trouble, they are becoming associated in the 
public mind with the least desirable features of western 
civilisation, and are acquiring a quite false picture of its 
standards and principles. 

The Africans are mainly gentle people, and it would be 
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a tragedy if the idea were allowed to gain ground, as a 
result of their associations in slum areas, that they were 
by nature vicious and criminal. It is among these people 
that the British Council, which has now taken over the 
responsibility for looking after colonial visitors to Britain, 
needs to work hardest. It is, however, an extremely 
difficult task. These groups of colonials are determined 
to retain their independence, and they resent attempts 
to lead them into healthier surroundings as an unwar- 
rantable interference with their privacy. Worse still, 
some regard such attempts as an effort to carry out a 
policy of segregation—to set up a “ Little South Africa ” 
in Britain—and it is from them that the Communists 
find most of their recruits for future agitators in the 
colonies. The problem is to put before them opportuni- 
ties of understanding and practising the British way 


of life without arousing resentment and suspicion of 
patronage. 


Nothing can be gained from restricting the entry of 
such people into Britain. It has always been and it must 
continue to be a fundamental principle that any law- 
abiding British subject should have the night to come 
and go as he pleases. Any infringement of this right, 
any discrimination as between one law-abiding British 


NOTES OF 


The First Debate 


The new parliament was opened with traditional 
ceremony and splendour on Monday, but during the debates 
on the Address which have occupied the first week of its 
life, the new House of Commons has been ill at ease. Both 
parties are groping for some method by which to reconcile 
their desire to avoid precipitating an immediate election with 
their equally strong wish to be in the best position when it 
comes. This has imposed a particular strain upon the 
Conservative leaders, for their back benchers have tasted 
blood at the polls, and are anxious for an immediate battle 
with the enemy, so irritatingly installed once more upon the 
Treasury bench. But the Conservative leaders are well 
aware of the need to replenish the coffers of the Exchequer— 
and of the party—before plunging the country into another 
election. This dualism was apparent in the contrast between 
the relatively restrained opening speech by Mr Eden on 
Monday, and the tabling on Monday night of two amend- 
ments to the Address on iron and steel and on housing. 


The result of the division on the iron and steel amend- 
ment is not known as this page goes to press, but it 
will be a close one, in view of the fact that the Liberals have 
decided to vote with the Opposition. The amendment is 
cleverly worded, since in regretting the absence of all reference 
in the King’s Speech to the nationalisation of iron and steel 
it emphasises the vagueness of the Government’s intentions. 
Mr. Attlee’s announcement that the Act will not be repealed 
represented the minimum that would satisfy his own 
followers, and Mr Morrison has been careful not to bind the 
Government to take action by any specific date, but the 
Conservatives can play upon the latent resentment in the 
country that the Government should still cling to this measure, 
even though the King’s Speech did contain an implicit under- 
taking that further nationalisation measures would not be 
introduced. 


Indeed, it is clear from this week’s debate that the state 
of opinion in the country is what interests the politicians. 
On the one hand, the Labour strategists are paying close 
attention to the rural vote. The King’s Speech contained 
not only a special reference to agriculture, but also promised 
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subject and another, would be bound to have the most 
serious consequences throughout the Commonwealth. 
The real solution to the difficulty lies in the colonies 
themselves. Nearly all private students come to England 
because they cannot get the training or the education 
they are seeking in their own countries. If university 
education were more readily available there, the poorer 
students at least would not be so tempted to suffer hard- 
ship in London. It is true that a number of universities 
and training colleges have already been set up in the 
colonies ; but many more are needed, and the curricula 
of those which already exist need to be much expanded, 
to include subjects which will bring material benefit to 
the individual as well as to the state. The technician 


and the lawyer are at least as important as the doctor 
and teacher. 


In Britain itself more could be done with private 
students on arrival. It should not be left to the 
Communist Party to be the first to greet the colonial 
student as he sets foot in what is to him a strange and 
bewildering country. There are difficulties in the way 
of official action, but the field is open for voluntary 
organisations to do for the private students what the 
Government does for the scholars. 


THE WEEK 


action to improve rural water supplies and a tiny measure 
for maintaining cattle grids in highways. This concern was 
also shown in selecting Mr Dye, the member for South 
Norfolk, to move the Address in Reply, and the Tories were 
quick to follow up their line of appeal on Wednesday. On 
the other hand, Mr Churchill has continued his policy of 
trying to discredit the Liberal leadership in the House while 
attempting to woo the Liberal vote. On Tuesday he attacked 
Mr Clement Davies but at the same time put forward his 
plan for a Select Committee on the electoral system with « 
view to improving the Liberal representation in the House. 
This offer was no doubt sincere—Mr Churchill has toyed with 
proportional representation and the alternative vote for many 
years—but it is doubtful if he could carry the Tory party 
with him on any real move to change the system—although 
Lord Woolton is reported to favour it. It had all the appear- 
ance of a bait offered to the Liberals with the certainty that 
Mr Morrison would reject it out of hand. 


* * * 


Mr Bevan Faces the Music 


Mr Attlee was quite right not to change his Minister of 
Health. Mr Bevan thus cannot avoid the responsibility of 
defending the heavy supplementary estimates for the health 
service, which were published this week. A year ago, there 
was general concern when it was learned that the cost of 
the health service in its first nine months would be £58 
million more than had originally been estimated. This year’s 
supplementary estimate of £98,730,000 completely dwarfs 
its predecessor even after allowance is made for the longer 
period which it covers. Nor is this the end. The vote on 
account, also published this week, shows that a further mse 
in the cost, of £34 million, is expected for the year 1950-5! : 
this at least reflects a more honest calculation on the part of 
the Ministry of Health, which a year ago was actually 
budgeting for a decrease in the cost in the present year 
compared with 1948-49. 


The rise in the total cost of the health service since the 
National Health Service Bills were introduced is set out 10 
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the following table, which shows the net cost to the taxpayer, 
after allowing for appropriations in aid : — 


(£ Million) 
OP satis eos ests ARV ba Gabi skies Co eae 126 
Final estimate, 1948-49f .............. 278 
Original estimate, 1949-50 ............ 260 
Final estimate, 1949-50............... 359 


Original estimate, 1950-51 ............ 393 


* Estimate in financial memoranda to Bills. 
t Calculated on annual basis. 


The effect of this rise on Government expenditure is dis- 
cussed elsewhere in this issue, but what is the effect on the 
health service itself ? If a halt really is called to the rise in 
cost, how is the Ministry of Health to enforce it? It can 
continue the only serious attempts at economy it has hitherto 
made and chip away further at the fees of dentists, chemists 
and opticians. In this connection it is worth pointing out once 
again the serious distortion within the health service caused 
by the payment of these three groups by items of service. 
It means that the general practitioners, who are paid a fixed 
capitation fee, are valued at {47.1 million in the current 
year compared with the £48.6 million given to the dentists. 
Even the chemists have earned £35,300,000, or about 75 per 
cent of the general practitioners’ earnings. 


But any reduction in practitioners’ fees—unless it were so 
big that there would be wholesale withdrawals from the 
service—would cause discontent out of all proportion to 
the savings in cost. The time has come to save, not ten or 
twenty million, but a hundred million and even more. The 
only way in which this can be achieved, and the compre- 
hensiveness of the health service maintained, is to abandon 
altogether the principle that it should be entirely free. 
Exactly how a charge should be imposed will need to be 
carefully thought out (there would certainly have to be a 
means test to avoid hardship). But it has become quite 
obvious to all but the most prejudiced that a charge is 
the only way to bring home financial realities to patients and 
practitioners as well to restore the health of the health 
service itself. 

x * k 


The Cost of Social Services 


The staggering cost of the national health service, and 
particularly the rise in its cost eclipse the estimates for 
all but one of the other social services .in the national 
budget (although it should be remembered that almost the 
whole of the cost of the health service falls on the taxpayer, 
whereas a large part of total education and housing expendi- 
ture falls on the rates). The following table shows the 
approximate cost to the central taxpayer (excluding any 
further amounts that are met by rates and insurance con- 
tributions) of the various social services in the coming 
year, compared with that of 1949-50. Since the detailed 
civil estimates have not yet appeared, it is not possible to 
distinguish in every case the cost of the social service con- 
cerned from the total departmental vote, but the table gives 
a good indication of the relative order of magnitude :— 


(£ Million) 

Revised Original 

Estimate Estimate 

1949-50 1950-51 
RIE sins 95s bb eckemane see 212-0 219-5 
University gramts. .. 66.25.05 sce eee 17-7 23°4 
National imsurance (incl. family allow- 

SEMEL eR ee oe eee eee 209-9 214-6 
ASUUERIIND TAOOIE ook on S50 «5000.00.55 87-3 83-9 
National health service............. 358-5 392°9 
SOMOS ius be ws oer sees eee sess 55-6 49-7 
Ministry of Food (incl. food production 

services of Ministry of Agriculture) 469-5 438°3 


1420-5 1,422-3 


Virtually no rise in the coming year is estimated, but 
after this year’s experience another set of supplementaries 
Must be feared. In any case it is a decline in total expendi- 
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ture on the social services that is urgently necessary, the 
more sO as an increase in unemployment would wipe out 
the projected saving on the cost of the Assistance Board. 


The one social service whose cost exceeds that of the 
health service is the food subsidies. The figure given in 
the table does not represent the exact cost of the subsidies, 
for that can be calculated only after allowance is made, 
among other things, for changes in food stocks. But it is 
worth noting that a supplementary estimate of £15,300,000 
is required in the current year for the trading services of the 
Ministry of Food. This is the result of larger purchases 
than it expected to make during 1949-50, but these pur- 
chases have gone to build up stocks rather than increase 
rations. If these larger stocks lead to an increase in rations, 
the Ministry of Food will have to choose between putting 
food prices up and spending more money on subsidies. 


* * * 


Sabotage Law for France 


It has been clear for some months now that the French 
Communist party has received its marching orders—to aid 
Russian plans in the Far East by sabotaging the delivery of 
arms to French troops in Indo-China and to aid Russian 
plans in Europe by preventing the delivery of American 
arms to France under the Mutual Assistance Pact. To fulfil 
these orders, violent action is necessary—the raiding of 
arsenals, riots at the docks, strikes prolonged by force—and 
the chief Communist problem is therefore to rally the party 
to a policy of violence and to hold together a sufficient 
band of “ militants” for the necessary action. 


The great mass of the Communist workers did not join 
the party to wage a civil war on Moscow’s orders. They 
voted for Communism believing it could most effectively 
improve their often deplorable conditions. Where, there- 
fore, Communist action can be disguised as strike action to 
raise wages and improve the lot of the working class, it has 
reasonable success. The strikes initiated by the Confédéra- 
tion Générale du Travail in a number of industries in recent 
weeks—metal workers, transport workers, textile operatives 
and now coal miners—have secured average support, 
although the drift back to work in the earlier strikes is 
already underway. But open illegality, open sabotage of the 
military effort is quite another thing ; so, too, is the risk of 
imprisonment which ordinary strikes naturally do not entail, 
since the right to strike is safeguarded by the constitution. 


M. Bidault’s Government has therefore struck at a very 
vulnerable crack in Communist armour by introducing the 
law to make various acts of sabotage punishable by penal 
servitude. The Communists have betrayed their concern 
by their violent attempt to prevent its passage through the 
Assembly. In all-night sessions which have developed into 
fierce battles between enraged deputies, they have striven 
to prevent the legislation. But in vain: at dawn on March 
8th the sabotage law was passed by 393 to 186. 


The tide may now turn. The Communist reduction of 
parliamentary government to insults and blows has sickened 
the mass of Frenchmen who remember the Nazis’ onslaught 
on the Weimar Republic. The existence of strong legal 
counter-measures will tend to deter all but the extremists. 
The law has, moreover, given the Government courage to 
use other measures vigorously, A threatened strike of 
workers in the public utilities has now been countered by 
a decree requisitioning the staffs. For all its narrow majority, 
M. Bidault’s administration is proving it can act. 


* * * 


One-sided Silence 


As the many policies and projects conceived between the 
Americans and the British reveal difficulties in execution, 
sharp differences of view are bound to arise. It is also 
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inevitable that some Americans, seeing most of Europe and 
much of Asia looking to them for aid and protection, should 
feel surprise—even pique—at the independent spirit—even 
obstinacy—of British statesmen and officials who feel they 
are defending important interests or principles. Such 
differences exist at the moment over the future of 71 
American aircraft now grounded in Hongkong. They are 
due to be released to the Chinese Communists by a ruling 
of the colony’s supreme court, but are also claimed by 
Washington as American property. They have arisen, too, 
over American objections to clauses in the proposed new 
trade agreement between western Germany and this country. 
They have existed long enough over projects of European 
“integration” and they will doubtless occur over other 
issues. The question arises whether ministries in Whitehall 
are right or wrong to keep silence on these differences. 


It is true that some negotiations at some stagés should be 
kept secret ; otherwise ministers and officials may be forced 
by public criticism or emotion to adopt attitudes that are 
neither necessary nor helpful. The Americans are beginning 
to understand this and to see some virtues in the secret 
diplomacy which they used to regard with contempt and 
suspicion. But it is unfortunately a fact that secrets can be 
kept from the American press only with the greatest diffi- 
culty, whether in Washington or in other capitals. It 
frequently happens that the British public first learns of some 
dispute becween London and Washington by the following 
process: an American columnist or reporter reveals that there 
are differences ; the leader-writers take up attitudes ; a press 
conference is given in Washington ; British correspondents 
report the facts to London ; and, at the end, several days 
late, when tempers have been heated and attitudes hardened, 
London either states its side of the story to the three or four 
newspapers that give serious attention to foreign affairs or 
gives a hushed and tactful press conference, which fails to 
make up for lost time. 


This conspiracy of one-sided silence is really not good 
enough. It does Anglo-American relations more harm than 
good, by concealing from the British public that they will 
not always be cordial just because they are close. It may be 
argued that a franker policy would simply provide fuel for 


Communist propaganda. In fact, indiscretions at the 
American end already do that. 
* * * 


Arms for the Middle East 


Are the prospects of peace settlements between the Arab 
States and Israel being impaired by an arms race? The 
Israelis and the American Zionists say yes, and blame Great 
Britain for unilaterally supplying arms to certain Arab states, 
so “enabling them to prepare for a second round in the 
Palestine war.” Mr Acheson and British spokesmen say no, 
since the arms supplied from the western world are “ for 
internal security purposes only.” 

The facts are as follows. Since the raising, last August, of 
the arms embargo imposed during the Palestine war, it has 
been British policy to continue the sale of new weapons to 
old customers in the area—to Egypt, Iraq and Jordan. These 
countries have acquired weapons which include, for Egypt, 
110 jet planes and 40 Centurian tanks ; for Iraq, 40 jets ; and 
for Jordan an excellent outfit of 4.§ inch artillery. 
Simultaneously the British have refused to provide either 
weapons or training facilities to a fourth would-be customer, 
Israel. The reasons why the Israelis look to Britain are said 
to be, first, the number of officers on their general staff who 
learnt their job in the British forces, and secondly, their need 

~to buy equipment from suppliers who—unlike the Americans 
—manufacture for long wear and no squandering. 

The Israelis—who regard recent British policy over sterling 
releases and over Jerusalem as friendly and accommodating— 
see in this refusal of armaments evidence of pure prejudice. 
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They can, of course, buy arms elsewhere and are receiving 
some from America. As they can pay largely in dollars, they 
are also finding ready sellers among British allies in western 
Europe, where they can buy some of the British types they 
= a premium. They are also buying in Czecho- 
slovakia. 


* 


Just as the Israeli public is labelling Egypt as a potentia| 
aggressor, so the Egyptian and Arab publics are being 
encouraged in their fear of Israeli expansion. What can be 
done to stop this wave of fear and irritation? To any 
reasonable mind it looks insane. The Egyptians (unlike the 
Arabs of Asia) never had much heart for the Palestine war. 
The Israelis, in their present financial pass, cannot afford to 
spend 30-35 per cent. of their revenue on defence. In theory. 
therefore, the American and Turkish diplomats who are 
privately working to bring the two ex-enemies together should 
not find their task difficult. But Mr Bevin, who supplies 


arms to one side only, is thought by most of those concerned 
to be the trouble-maker. 


The British dilemma is, of course, serious, and is under- 
stood abroad only by perceptive minds such as Mr Acheson’s. 
For in the wider task of organising an anti-Communist front 
in Asia, it is western policy to make joint defence arrange- 
ments with countries like Turkey, Iraq and Egypt. To supply 
them with arms is to pave the way to the relevant treaties. 
To do the same to Israel would at the present stage incense 
Egypt and Iraq. Which, therefore, is to be the priority in 
British—or rather western—policy : renewed Anglo-Egyptian 
and Anglo-Iraqi defence arrangements, or a settlement of the 
aftermath of the Palestine war ? In the present state of local 
tempers, both policies cannot be pursued simultaneously. 


* * x 


Seretse Khama 


The British Government, it was announced in the 
House of Commons on Wednesday, have decided to with- 
hold recognition of Seretse Khama as chief of the Bamangwato 
tribe in the Bechuanaland Protectorate for not less than tive 
years and to exclude him for the same period from the 
Protectorate. There is no doubt at all that, in so doing, the 
Government have made a bad situation very much worse. 
The least that can be said is that they have acted with 
extraordinary clumsiness. Seretse cannot now fail—indeed. 
he has patently succeeded—in massing enormous public 
support behind him, even in South Africa. The Govern- 
ment have, in fact, given him much more power to embarrass 


them—if he chooses to do so—than he would have had 
unbanned. 


But apart from these wider issues, there are three 
points about the case which still need clarification. First. 
and most important of all, does a substantial majority of 
Seretse Khama’s tribesmen genuinely support his rule and 
his marriage with an Englishwoman ? Second, was Sereis¢ 
invited to London without realising that he might not be 
able to return ? (He maintains that he was given a definite 
assurance that he would be allowed to go back.) Third, to 
what extent did the consideration of South African opinion 
affect the Government’s attitude ? 


Answering these a is not so difficult as might be 
supposed. By withholding the report of the commission 
of inquiry which was sent to Bechuanaland last autumn, 
the Government have made it clear that the Commission 
must have found that the final tribal meeting which con- 
firmed Seretse as their chief and which approved his marriage 
was fairly and legally conducted. For, if this was not the 
case, the Government would have had a watertight excuse 
for their action. On the second point, Mr Gordon Walker 
emphatically stated that Seretse was under no illusions about 
his visit to London and knew that he might not be able to 
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return. Indeed, it would be reasonable to suppose not merely 
than Seretse foresaw the likelihood of what has happened but 
also that it would have some advantages for him, since if he 
was prevented from returning public opinion would be so 
much in his favour that the Government would be made at 
least to reconsider their decision, On the third point there can 
be very little doubt that the present delicate position of all the 
protectorates and the need to refrain from giving South 
Africa even the shadow of an excuse for interfering 
dominated the case. It was clearly the Government’s opinion 
that Seretse Khama had to be sacrificed in order to ensure 
the security of his country which was threatened by the 
ex-Regent, Tshekedi—who has also been banished—and by 
the fears of South Africans. 


* 


If ever there was a case for masterly inaction, this was it. 
Left to themselves, the 100,000 or so of Seretse’s subjects 
might have fought among themselves; there might have 
been ominous rumblings from South Africa ; but any positive 
course by the Government, once the legality of the majority 
support for Seretse had been established, was bound to cause 
worse trouble. Let the Government now publish the report 
of the commission of inquiry, withdraw their decision as 
best they can and allow Seretse to return. They will look 
a little silly, but the British Government are massive enough 
to be able to afford to lose some dignity. The alternative is 
to face an ugly issue over civil liberty in which they would 
certainly have opinion throughout the whole colonial empire 
against them. 


* * * 


Racial Conflict in Africa 

Further evidence of the disturbing growth of hostile 
racial feelings in East and Central Africa is provided by the 
reaction in Kenya to the proposed constitutional changes in 
Tanganyika. Precisely what the proposals were is not known. 
For some reason the Tanganyika Government did not make 
them public but circulated them as a confidential memor- 
andum. As might have been expected, they leaked out, and as 
also might have been expected they aroused immediate 
opposition among European settlers in Kenya and 
Tanganyika. From what has appeared in the press it seems 
that the government suggested that election to the Legisla- 
tive Council should be made from electoral colleges. African 
members should be nominated at first, but eventually elected, 
while non-Africans would be elected from a common electoral 
tole of Europeans and Asians, which, according to the 
Europeans, would mean that not a single European would be 
elected to the legislature. In addition, 15 members of the 
council would be nominated by the governor. 


In the absence of accurate information, comment on the 
proposals themselves must be withheld. In any case, the 
Governor of Tanganyika has now appointed a committee, 
consisting of seven Europeans, four Africans and three 
Asians, to study constitutional reform, and the committee 
has emphasised that it has not accepted the government's 
proposals as a basis for discussion. What, however, is 
significant and disturbing is their effect on European opinion. 
Settlers in Tanganyika, instead of being content to express 
their opposition on their own, requested support from the 
Europeans in Kenya, and the European Electors’ Union in 
Kenya, after a campaign of protest, has passed a resolution 
that steps should be taken to arrange a conference with 
Europeans in Northern Rhodesia and other countries to the 


south—which can only be taken to include the Union of 
South Africa—to “attain an increasing degree of unity in 

There are many Europeans in Kenya who completely 
dissociate thcdinaves from the electors’ union. It is very 
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likely, too, that nothing will come of the proposed conference. 
Nevertheless, it is disturbing that an overdue constitu- 
tional reform in Tanganyika, where at present all the 
unofficial members of the Legislative Council are nominated, 
can have the apparent effect of lining up white against black, 
with the white opposition stretching, or attempting to stretch, 
from Kenya to the Union. Before such a deplorable situation 
becomes an irreversible fact, something should be done to 
lessen the racial tension in East and Central Africa. Part of 
Parliament’s time in the present session might well be devoted 
to this aspect of colonial policy. 


* x * 


Not So Divided 


The public, by now, has doubtless had its fill of election 
Statistics and their interpreters. There is, however, one 
potentially dangerous false conclusion that is being widely 
drawn and which it is worth while trying to correct. This 
is the belief that the country is not only sharply divided 
into two almost equal halves—which is true enough—but 
that each of these halves is geographically compact and 
socially homogeneous. On the one side, it is being said, 
are the large cities and the industrial areas, which are solidly 
Labour. On the other side are the middle-class residential 
districts and the agricultural areas, which are no less solidly 
Conservative. 


If this were true, it would be very alarming, as it would 
portend the sort of sharp fissure that leads eventually to 
civil strife. But it is not true. The MPs elected fall clearly 
enough into these two groups ; such areas as South Wales 
and Durham are solidly Labour in their representation ; 
Southern England, outside London and a few other towns, 
returns nothing but Conservatives. But the popular vote, 
even in these party strongholds, is much more evenly divided. 
In Durham and Tees-side, which sent back a solid block 
of Labour members, the Labour poll was only 60 per cent 
of the total ; in the Yorkshire woollen district it was only 
the merest fraction over half; in the Black Country it was 
less than 54 per cent ; even in the industrial area of South 
Wales it was less than two-thirds of the whole. It is simply 
not true that the industrial working class voted solidly for 
Labour ; it did so by a narrow majority only. Similarly, on 
the other side, in none of the 25 regions for which figures 
were given in The Economist \ast week, did the Conserva- 
tives poll more than §5.1 per cent (except for the special 
case of Northern Ireland, and even there the figure was no 
more than 62.7 per cent). Apart from the other special 
case of non-industrial Wales (where there is a large Liberal 
vote) the only areas where they fell just below one-third. 
were the Yorkshire coal and steel district, Durham and South 
Wales. It is a remarkable thing that very nearly one voter 
in three in South Wales is a Tory and on the south coast 
is a Socialist. The country is sharply divided, but neither 
by classes nor by areas. 


* * * 


Russians in the Shops 


The first jubilant reports are now arriving from Moscow 
describing the effects of the price reductions announced last 
week by the Soviet Government. It is stated that turnover 
has already increased by more than one third and that there 
are goods to buy, although the buying spree cannot be 
expected to last. As this is the third batch of price cuts 
since the currency reform of December, 1947, Soviet 
commentators can urge on their listeners and readers the 
advantages of living in a socialist economy that moves steadily 
from strength to strength, untroubled by recurring crises of 
scarcity or unemployment. The general impression given is 
that—whatever the real relation between Soviet and western 
price levels and living standards—Russians are now firmly 
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launched on the way to the “state of plenty” they have 
been promised. : 
The cuts cover a wide range of foodstuffs and consumer 
goods ranging from bread to “lozenges and caramels 
unwrapped,” from wool dresses to machine-made lace and 
from sewing machines to opera glasses. The cost of food 
has been reduced roughly by a quarter and the cost of 


clothing by 10 to 15 per cent. It is estimated that the cuts 


represent a saving in expenditure of 110 billion roubles a 
year to a population of 200 million. After the cuts of 1947 
the estimated saving to the consumer was 86 billion roubles 
and after the cuts a year ago it was 71 billion. Each batch of 
price cuts has been made possible—it is claimed—by 
increased production and by successive reductions of the 
heavy turnover tax which is levied on all consumer goods, 
sometimes amounting to as much as 90 per cent. The revenue 
from this tax gives a rough idea of the volume of consump- 
tion. In some prewar years it provided two-thirds of the 
revenue ; in 1943, when consumption was at its lowest ebb, it 
provided only one-third. By 1948 it was providing nearly 
two-thirds again. 

Since the turnover tax is such an ent part of the 
state revenue the government would hardly dare to reduce it 
appreciably unless it felt reasonably certain that the 
reductions would be compensated by increased sales. This 
assumption was to a large extent justified after the two 
previous reductions, and will presumably be justified again. 
The price cuts do not, however, necessarily provide con- 
clusive evidence of increases in Soviet production of a 
number of articles which are known to be imported from 
the east European countries on favourable terms. The 
Soviet Government would, for example, hardly be able to 
cope with the increased demand for cotton textiles caused 
by a price cut of 15 per cent if it had to rely on output 
within the Soviet Union. 


* * * 


What Roubles will Buy 


It is difficult but not impossible to estimate the effect 
of the new price cuts on the living conditions of the Russian 
people. On the whole, the industrial workers will benefit 
more than the peasants, probably less so than in 1947 and 
1949. The Government evidently feels that the post-war 
tendency to favour the industrial workers at the expense 
of the peasants must not appear to go too far. The 
official directive on the price cuts carefully points out that 
they will result in “a considerable increase in the earnings 


Moscow SHop Prices* 
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of the peasantry” because they will need to spend less on 
manufactured goods and because “ State prices for agricul- 
tural produce remain unaltered.” But, while the wages of 
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the factory worker remain the same, the peasant obtains a 
good part of his loose cash by the sale of his own produce 
in the free collective farm market, where—it is reported— 
some prices have also dropped by 25 to 30 per cent. Thus 
he can ao advantage of the reduced prices of clothing 
and household goods by digging into his stocks and taking 
more than usual to market. 

To the industrial worker the cuts appear to be pure gain, 
and there is no doubt that he is much better off than he 
was a few years ago. A number of important items which 
are still scarce, such as meat and butter, are still out of the 
reach of the average worker, but the latest cuts bring a 
wider range of consumer goods within his means than did 
the previous cuts. There has been no lowering of mone- 
tary wages since the war, although the constant tendency 
to increase the work “norms” means that the pay packet 
of the inefficient worker is liable to shrink. The unskilled 
worker earns from 250 to §00 roubles a month, the skilled 
worker from 500 to 1,500, and the shock worker and Stak- 
hanovite may earn up to 3,000 roubles. 


As there is no real relation between the internal price 
level and the new exchange value given last week to the 
rouble, it is difficult to compare convincingly the purchasing 
power of the Soviet with that of the British consumer. But, 
making every allowance for this factor, it is clear from the 
accompanying table that the Russian city worker is still very 
much worse off than his British counterpart. It is true that 
the average wage of 600 roubles is now rated as equivalent 
to £54, while the British manual worker gets about £30 a 
month. But the fact remains that the Russian worker will 
still have to give a third of his month’s wages for a very 
inferior pair of shoes. He is also worse off, for instance, 
than the worker in Western Germany, who now pays sixty 
times less than he did in 1946 for a pair of shoes while he 
himself only pays five times less. The Soviet worker, how- 
ever, is so completely insulated from the west that the only 
comparison which has any meaning for him is that between 
his own present and past conditions. 


* *x * 
Manners at Bonn 


The manners of German statesmen and politicians in 
Bonn have lately been insufferable and their tactics short- 
sighted. Having had, six weeks ago, a rousing exchange of 
discourtesies with the French over the Saar, they are now 
Staging a second emotional scene, even though French 
policy has been modified. Dr Adenauer, the Federal Chan- 
cellor, has even gone so far as to suggest that there will be 
no vote in the Bundestag for German membership of the 


Council of Europe unless German claims over the Saar are 
satisfied. 


> 

It is characteristic of German mentality to treat a privilege 
freely offered as a bargaining counter. How much more 
seemly and intelligent it would have been if the Germans 
had bided their time, come into the Consultative Assembly 
at Strasburg and there tried to mobilise European voices 
for a new approach to the Saar question, which both French 
and German public opinions might have been persuaded to 
accept as a “ European solution.” By saying they may not 
go to Strasburg they are not just tilting at the French 
but also trying to bully the members of the club they want 
to join. 

That having been said, it remains to repeat that the French 
have been very unwise in raising the whole Saar question, 
and that the British and the Americans are paying the price 
of letting the matter drift since the Moscow conference of 
1947. The agreements between the French and Saar 
Governments signed on March 3rd are drafted so ingeniously 
that any argument about them is bound to become detailed 
and legalistic. The Saar, in customs union with France, 
is given autonomy in legislative, administrative and juridical 
matters—but the French control foreign policy, external 
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security and basic economic legislation. The French promise 
to support the Saar Government’s claim to ownership of the 
mines—the crux of the whole question—when a peace 
settlement with Germany is negotiated ; but if the claim 
js accepted, then the new convention about the working of 
the mines will be extended for 50 years, giving the French 
virtual control. It is true that the new convention creates 
a supervisory council of nine Frenchmen and nine Saar- 
landers (with a French chairman) with wide advisory 

wers ; but the fact remains that the mines will be run 
by Frenchmen and with the help of investments amounting 
already to 12 billion francs. 


What precisely does this arrangement represent ? Is it 
the kind of association which we are to understand by 
“union” or “integration” ? It is said that the French 
have given up their claim to a lease of the mines; but 
what is it they have now, and believe they will keep after 
the German peace treaty is signed ? So long as the Germans 
argue that this is not the way to do things if western Europe 
is to be drawn together, they had a good European case ; 
by thumping the table and appealing to the passions that 
the French have such reason to hate and dread they have 
spoiled it and forfeited much sympathy. 


* * * 


Planning in Compartments 


All county and county borough councils are obliged, 
under the Town and Country Planning Act, 1947, to submit 
development plans for their areas by July of next year. 
When this has been done, and the plans approved, the whole 
country will be covered by planning schemes, to be revised 
every five years, which will guide the general course of 
future development. Lancashire county council is one 
authority which has taken the wise course of issuing a pre- 
liminary plan for discussion, before proceeding to its main 
task. 


Lancashire contains five million persons, but three 
million of them live in the 17 county boroughs which are 
separate planning authorities. It is the congested and 
blighted living conditions in many of these county boroughs 
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which present the main problem. The population is heavily 
Concentrated in the south of the county, round Manchester 
and Liverpool, where there is a serious lack of suitable 
building land to relieve the overcrowding in the towns. The 


arca around Merseyside is of excellent agricultural value, — 


other land is liable to mining subsidence, and “ few sites 
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can be found within 25 miles (of Manchester and Liverpool) 
for any new settlement on any large scale.” 


Eventually, it is estimated that room must be found for 
almost 600,000 people from the county boroughs. The 
county’s plan suggests that about half of them should be 
accommodated in what are described “ short-distance recep- 
tion areas,” and that another 118,000 should go to three 
new towns at Parbold, Leyland and Garstang. Some of the 
remaining surplus population would find a home in 
Cheshire. The plan asks for an early decision on the build- 
ing of the proposed new towns. 


This is an ambitious plan. But is it a wise one ? It pro- 
vides enough land, within the county of Lancashire, to meet 
the housing needs of Manchester and Liverpool for over 
20 years ; but these two towns border on Cheshire and much 
of their rehousing—at any rate during the first period— 
should surely take place in that county rather than on remote 
sites such as Garstang. The problems of South Lancashire 
extend beyond the county’s borders and concern a large 
number of planning authorities, counties as well as county 
boroughs. The Lancashire plan may be the best that could 
be produced in the circumstances, but on the surface it 
looks like an example of the dangers of planning in 
compartments. 


* x 7 


The London Traveller 


In nearly all discussions of London life and labour the 
cost of the Londoner’s travel figures prominently—a cost 
not only on the public and private purse, but on legs and 
arms, patience and health. The arguments of social and 
financial cost have so far been inadequately documented by 
facts and the London Transport Executive is, therefore, to 
be congratulated on a valuable sample survey, published 
last week,* and covering nearly 3,000 families. 


Those who wrestle daily in bus queues or dangle pre- 
cariously from straps will be surprised to know that 45 per 
cent of all households have no member travelling regularly 
to work by public transport and that out of every 100 
Londoners at work 17 walk and 14 bicycle to it. They 
will, however, confirm from personal experience London 
Transport’s statement that travel has increased by about 
45 per cent since prewar days. The war accelerated the 
drift out of central London ; prosperity has maintained it. 
Whatever joys the outer suburbs have to offer they certainly 
have increased the toll of time and money in travelling 
across and to the centre. The average Londoner takes 
42 minutes to get to work and walks for 9 of them: he 
spends 4s. 1d. a week doing so, and the average expenditure 
of his household is 6s. sd. a week. The better off who live 
farther out, spend more. The bus is far and away the 
major public carrier: of those who use public transport 
55 per cent go by bus, 20 per cent by trolley-bus, 8 per cent 
by tram and 17 per cent by Underground. London north 
of the Thames has a significantly larger number of well-to-do 
families than south of the Thames, yet the average weekly 
expenditure per household on transport is well below the 
average of those living in the south. 


The survey is a mine of interesting information of this 
kind which should be of value not only to London Transport 
but to all those concerned with the replanning of London. 
On the whole the average expenditure in cash is less than 
is commonly supposed and the expenditure of time and 
energy greater. That an average of 84 minutes a day should 
be spent under conditions often worse than those provided 
for travelling cattle should be a telling argument for the 
advocates of decentralisation. But until the new towns 
get a move on, Londoners will still agree with Macaulay that 


“An acre in Middlesex is better than a principality in 
Utopia ” 
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although Macaulay never visualised even through the eyes 
of his amazed New Zealander anything comparable to the 
District Railway on a wet November evening. 


* x * 


Calories and Food 


The report of the British Medical Association’s Com- 
mittee on Nutrition is for the most part a highly technical 
document, phrased with the utmost scientific caution, deal- 
ing with the quantity and quality of Britain’s diet over the 
last ten years in terms of calories, proteins, vitamins and 
other constituents less familiar to the layman. The tentative 
conclusions—tentative both because of the margin of error 
in consumption statistics and because the scientific evidence 
regarding requirements for health and activity is by no 
means final—is that both in quantity and in quality the 
British diet is physiologically adequate. It would, in the 
authors’ view, be a mistake to credit entirely to “ nutritional 
improvements ” the gain in the nation’s vital statistics over 
the period in question—which has also seen the develop- 
ment of the antibiotics—but the policy of fair shares and 
special allocations for special needs gets a good mark. 


The committee is, however, not so exclusively interested 
in the physiology of calories as to neglect the psychology of 
food. The dreariness of shopping, the impossibility of home 
entertaining, the vileness of institutional cookery and the 
general joylessness of the Briton’s three meals a day are given 










The Depressed Islands 


We learn with pleasure, from the journals brought by 
the last mail from the West Indies, that the dark views in 
which the colonists rather delighted to indulge, are giving 
way to brighter prospects. They deemed themselves 
injured, by not being allowed to have their own way ; and 
they were resolved, whether or not, to be ruined. To all 
our admonitions, and the admonitions of their other 
friends, they sulkily turned away. . . . They regarded all 
those who took a different view from their own as their 
enemies, and persisted in believing themselves for ever 
undone. What reason and experience could not effect, 
circumstances have brought about. The discovery of gold 
in California, which has driven so many other people wild, 
has helped to restore them to their senses. The most 
despairing of the islands was Jemaica, and Jamaica wa’3 
soon visited in consequence of the discovery by a regular 
packet from the United States, on its way to and from 
Chagres. That circumstance was a novelty—it excited 
surprise—gave a stimulus to hope—and awakened the 
people, as from a dream, to a sense that it was yet possible 
to live and flourish. They were astonished, too, by the 
eulogies bestowed on the island by the keen, shrewd 
Americans. Nor was just reproof omitted, ana their dis- 
tress was by the Yankees plainly traced up to their extrava- 
gance, and they were told so. They were made sensible 
of their own sources of wealth by descriptions of them 
which appeared in the American newspapers, and were 
reprinted in the journals of the West Indies; and they 
were roused into emulation when several Americans came 
forward, and proposed to establish a company, and raise 
a million of dollars, to work their copper mines. . . . The 
Americans discovered, too, as many English residents have 
discovered, that Jamaica possesses a fine climate, which 
might recruit the wealthy New Orleanists, glad to escape 
from the contagious marshes of the vicinity of their abode. 
. . . All at once the inhabitants of Jamaica appear to have 
awakened to a new life, and are indulging in large hopes of 
the most substantial kind. 


Che Economist 


March 9, 1850 
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as much weight in their conclusions as are the nutritional 
merits of the actual ingredients. They recommend that 
further information should be sought, in the interests of a 
scientific nutrition policy, about the consumption and the 
needs of various groups, notably industrial workers ; but 
for more immediate benefit they suggest a meal service for 
old people, the provision of an equivalent of canteen meals 
for workers without canteen facilities, the restoring of the 
concession by which school milk used, during the holidays. 
to be made available at home, the improvement of hospital 
catering by special staff appointments, and more realism 
(based on better knowledge of home facilities) in the teach- 
ing of cookery. It is, in fact, in the handling, treating and 
serving of food that improvement is most urgently needed, 
since the likeliest cause of dietary deficiency, given the 
supplies now available, is not inadequate calories, but the 
sheer impossibility of swallowing enough of the dull or 
disgusting viands in which they are embodied. A meal 
consisting of fish sausage, watery potatoes, processed peas, 
macaroni pudding and wormy apples may be, on paper, 
nutritionally adequate. But to be actually nourished one 
must actually eat it, a penance which may well be broken 
off before the requirements of an active life have been 
properly met. The new Minister of Food has declared that 
he will talk about food rather than calories. It is pleasant 
to find that even the most calorie-minded of experts agree 
with his outlook. 


* & * 


Hard Words on Soft Drinks 


“If I had a thousand sons,” said Falstaff, “the first 
human principle I would teach them should be to forswear 
thin potations.” For “thin potations” read “ soft drinks ” 
and hosts of Frenchmen will—it appears—stand shoulder 
to shoulder with Sir John.. Their representatives in the 
Chamber see in the American Coca-Cola a threat to the 
French way of life. Even Le Monde, commenting both 
on the beverage and the publicity made for it, has said 
gravely that “the moral landscape of France is at stake.” 
And so it is that the Council of the Republic has had before 
it and rejected a Bill, passed by the National Assembly 
with a show of hands, that would give the Ministry of Health 
unlimited discretionary powers over any beverage “ derived 
in whole or in part from plants or vegetable extracts.” 
Coca-Cola is not mentioned by name, and the Minister would 
have to consult the Council of Hygiene and the National 
Academy of Medicine, but everyone knows what is intended. 


_ It is not easy to separate the streams of interest and 
indignation that have poured into the resistance movement 
against “ coca-colonialism.” The winegrowers in Heérault 
appear to have made the first protests in defence of wine ; 
presumably it was not they who argued that Coca-Cola is 
injurious to health because they themselves produce local 
wines whose effect on the liver cannot be entirely in the 
national interest. Then the Communists took up the 
defence of national health and the attack against “ American 
imperialism ” and soon had the press in full cry. Then the 
Prime Minister’s own Progressive Republicans got involved 
and a Bill was sponsored by their M. Boulet from Mont- 
pellier. But M. Boulet soon found himself attacked from 
the flank by the Communists, who moved an amendment 
to his Bill naming Coca-Cola and banning it under the 
terms of the law. This, of course, had to be opposed, 
because the measure would then have constituted discrimina- 


tion against an American product, which is ruled out by 
existing trade agreements. 


_ So a new and not altogether minor action has begun 
in the cold war. The French having let off steam, and the 
Americans having had immense free publicity, they should 
call it a day. For any law that is can be evaded—for 
example, by adding rum—and any reprisals by the Americans 
will delight their enemies in France. 
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Letters to the Editor 


Egypt's Sterling 


Sir,—I have been surprised to read in your paper an article 
from a correspondent entitled “ Egypt’s Economic Prospects ” 
which contains a number of inaccuracies. For example, the 
article states that “an increasing proportion of the country’s 
trade is now carried on through multi-angular barter deals 
devised by the quick-witted Levantine arbitrageurs of Alex- 
andria and Cairo.” In fact, the so-called triangular transac- 
tions, so long as they were permissible under the Anglo- 
Egyptian Financial Agreement, were carried out in the opposite 
way: it was not the “ Levantines” who were bartering away 
sterling against dollars but traders in certain western European 
countries who had an interest in selling dollar goods against 
Egyptian sterling. Since last year’s agreement was signed in 
Cairo on March 31, 1949, such transactions have not been 
allowed by the Egyptian Exchange Control and the Control 
would be very much obliged to your correspondent if he 
would quote some of the clandestine sterling transactions which, 
according to him, “ constitute an increasing proportion of the 
country’s trade.” Otherwise I must take it that he has been 
using your columns to spread a piece of unfounded gossip and 
would quote some of the clandestine sterling transactions which, 
I would ask you to publish an appropriate correction. Of 
course, no Exchange Control can be absolutely watertight: 
but you may be interested to know that Egypt has been recently 
informed by the British authorities that she has carried out 
most loyally the terms of the agreement in regard to triangular 
transactions and that there is no warrant for the critical 
references in the London press, which your correspondent is 
repeating. For further details on the subject of triangular 
trade I beg to refer you to the comments in the Bulletin of 
the National Bank of Egypt, No. 3 of 1949, pages 112-14. 


Your correspondent has also put a completely wrong inter- 
pretation on the figures published in one of these Bulletins 
and showing that there was a difference of {£10} million 
between the official foreign trade returns for exports and the 
country’s receipts in foreign exchange from exports. This 
amount does not represent the sums that have “escaped the 
net,” as your correspondent puts it, but is a discrepancy due 
to time lags, different valuations, price reductions between the 
time of export and the moment of actual sale, and other such 
factors. The figure given in the Bulletin for export proceeds 
outstanding (between {10-11 million) is the total not yet 
repatriated since the export control was introduced in 1940. 
You will agree that the sum is rather small in comparison with 
an export turnover of some £140 million a year. It will be 
remembered that the permissible time lag between the date of 
exports and the repatriation of proceeds is six months.—Yours 
faithfully, 

N. KOgESTNER, 
Adviser to the Director General of Exchange Operations 


National Bank of Egypt 


Sirn—The note which appeared in your issue of February 
18th, entitled “Egypt asks for Gambling Money” seems to 
lack the objectivity which one expects from The Economist. 
Commenting on the recent purchase by the Egyptian Govern- 
ment of $25 million of gold and $22 million of US Treasury 
Bills, you say “ These purchases, ostensibly designed to provide 
a solid basis for the currency, are evidently almost entirely 
speculative, . . .” 


In support of this statement, you say that Egypt is reported 
'o be “exporting the gold (at fancy prices) in the slightly 
ludicrous form of large gold ash trays.” Egypt has for many 
centuries been famous for its craftsmanship in precious metals 
and recently arrangements were made for the development of 
gold manufactures (mainly by a local subsidiary of a well- 
known British firm). But these arrangements provide for the 


import, under licence, by the firms concerned, of gold ingots, 
financed by their clients abroad, and these imports and the 
subsequent exports have no connection whatsoever with the 
recent Government purchases. The business has resulted in 
the receipt of some $500,000 to the Egyptian exchange 
control during the past six months and an equivalent profit in 
Egyptian pounds to the firms concerned: and there seems 
nothing particularly “ludicrous ” about it. 


On this flimsy basis, however, you question the veracity of 
the press statement issued by the Egyptian Government which 
explained the object of the purchases in the following terms : — 


“The circumstances of the first world war necessitated most of 
the cover of the Egyptian currency being formed of British 
Treasury Bills. The situation remained unchanged until, after 
the second world war, the cover was frozen or blocked as the 
result of the non-convertibility of sterling Up to the present 
no action has been taken to change the system and to replace it 
by another which would lead to the consolidation of the Egyptian 
currency with gold or foreign exchange convertible into gold, 
as well-known foreign experts, like Monsieur Van Zeeland, recom- 
mended. The present Government considers that the moment 
has come to undertake this consolidation and to connect our 
currency again with gold.” 


The statement concluded by giving details about the gold and 


US Treasury Bills purchased and stating that both were 
deposited with the Federal Reserve Bank in New York. 


This is a perfectly straightforward statement. For more 
than thirty years, Egypt has kept her reserves in London. But 
since the blocking of her sterling assets, is it surprising that 
she should seek to strengthen her reserves of gold and con- 
vertible currencies ? And if she can gradually build up such 
reserves, by economising her dollars, surely no exception can 
be taken to her policy? It is precisely what the United 
Kingdom is also doing, and no one criticises her for doing so. 
How far Egypt can afford to carry out this policy remains to 
be seen. She has certainly no plethora of dollars. In 1948, 
despite the fact that she has few raw materials and practically 
no manufacturing industries, her dollar expenditure repre- 
sented less than {1 per head of her population, while the United 
Kingdom, with her magnificent industrial equipment and 
command of sterling raw materials, spent the equivalent in 
dollars of no less than £8 per head of her population. The 
United Kingdom, of course, maintains a much higher standard 
of living than Egypt does, but this is surely not a very good 
ground for refusing any releases in convertible currency to 
Egypt. I do not know who can judge impartially the com- 
parative needs of the two countries: but there is clearly no 
justification for the statement that Egypt is asking for dollars 
“for speculative purposes.”—Yours faithfully, 


F. W. Letru Ross 


{The article and the note to which the above letters respectively 
refer appeared in different issues of The Economist, were written 
by different hands (the former by a correspondent) and were 
based on information derived from different sources. 

Our correspondent who wrote the article to which Mr. Koestner’s 
letter refers informs us that he is disposed on reconsideration to 
agree that the phrase “an increasing proportion’ was an over- 
statement. Nevertheless, as Mr Koestner states, no exchange 
control can be watertight, and deals of the character referred to 
certainly continued throughout last year. It was in March, 1949, 
that in an effort to stop three-angled deals of this kind, the British 
authorities insisted that the use of transferable sterling should be 
limited to direct transactions ; their first step in this direction was 
the limitation imposed upon Egyptian sterling. But it is only much 
more recently that similar arrangements have been made with all 
other transferable-account countries, which means that until lately 
there was scope for triangular operations of this kind initiated for 
European countries but with a ready Egyptian participant at one 
point of the triangle. 

As for the “wrong interpretation” placed upon the figures 
published in a number of the National Bank’s Bulletin (Vol. IT, No. 
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2 of 1949, page 67) it is a pity that Mr Koestner’s present contention 
was not there made clear. As published, the paragraph certainly 
Jent itself to the interpretation put upon it in The Economist.— 
EpitTor.]} 


No Easy Way 


Sir,—Your pessimistic analysis of the future of the Liberal 
Party is apparently founded on the assumption that a goodly 
portion of the nation cannot be influenced by intelligent argu- 
ment, by imaginative leadership or by a combination of the 
two. Had such an assumption been accepted by philosophers 
and statesmen throughout the last 2,000 years, for example, I 
wonder what sort of a world we should be living in today. 


The fact that there is no easy way back to power for the 
Liberal Party offers, I submit, the best hope of a bold and 
convincing educational offensive capable of perceiving in every 
obstacle an opportunity to prove the Liberal case.—Yours 
faithfully, GERALD SAMSON 

Vincent House, Pembridge Square, W.2 


Siz,—You write as though the “ Liberal voice” can only be 
heard through the Liberal Party. Surely this is to attach an 
absurd significance to mere names. The Liberal voice, so- 
called, can be heard wherever there are people with Liberal 
opinions and tongues to speak. It can be (and is) heard inside 
the Labour Party and inside the Conservative Party and surely 
those are the right places for the remaining Liberals to go to, 
10 prevent either party becoming too extremist. Our constitu- 
tion only works properly on a pro-party basis when there is 
not too big a cleavage between the parties’ viewpoints. One 
éannot help feeling it is a desire for personal self-importance 
on the part of the Liberal leaders and the young men who 
stand for them in the constituencies (coupled with some good 
old muddled thinking of the sort condemned in my opening 
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sentences) which prevents the obvious and desirable consumma- 
tion, already largely achieved, from being wholly achieved. 


I am a civil servant and therefore lack political opinions 
and sign myself.—Yours faithfully, MODERATOR 


Development of New Drugs 


Sir,—May I be permitted to point out an omission from the 
article in The Economist of February 25th. Your contributor 
made no reference to the developments taking place in the 
application of homeeopathic medicinal drugs under scientifically 
controlled research. There is no specific antagonism between 
the so-called allopathic drugs and those substances known and 
classified in the Homoeopathic Pharmacopeeia, but it is of great 
importance to note that homeopathic drugs have all been 
proved on healthy human beings, their symptomology carefully 
listed and the expected results when given to a sick human 
scientifically tabulated. Moreover, unlike the “after-effects ” 
of empirical dosages of say “_M. & B.” (known only too well 
to influenza victims this past winter), which result in long 
periods of convalescence from business and employment, the 
homeeopathic drug not only helps cure but leaves no bad after- 
consequences. Many of your industrial readers will be 
interested to know that, where homeopathic medicines have 
been used by doctors and first-aid teams in factories, the loss 
through absence after injury, or from “cold” epidemics, has 
been greatly reduced ; the economic consequences therefore are 
of great importance. 


It is relevant to inquire whether the “ research” now being 
carried out into “new” drugs is being rightly directed when 
the existing range of homeopathic drugs, fully proved and 
tested, is ignored by the majority of pharmacologists.—Yours 
faithfully, A. W. Hopkins, Hon. Treasurer 


British Homeopathic Association, 43 Russell Square, W.C.1 


A CONTRIBUTION TO THE THEORY 


OF THE TRADE CYCLE 


By J. R. HICKS. 10s. net 
The author seeks to elaborate a hypothesis which may well 
account for most of the common features in the business 
fluctuations of modern times. Keynes has shown us why 
business activity varies ; but he has not shown why it is that the 
variations tend to be cyclical in character. The explanation 
here advanced is based upon the so-called Acceleration Principle; 
but allowance is made for the consequences of this principle 
being at work in an advancing economy, of its being subject to 
complex lags, and of an asymmetry between its behaviour in 
booms and in slumps. Monetary disorders are viewed as a 
distinct cycle-making factor, which may or may not be important, 
but which does account for the severity of particular depressions, 
such as that of 1930-4, 
By the same Author 
THE SOCIAL FRAME WORK, 75. 6d. net ; VALUE AND CAPITAL, 15s. net; 
THE PROBLEM OF BUDGETARY REFORM, 5s. nef. 


OXFORD UNIVERSITY PRESS 


GOVERNMENT PUBLICATIONS 


ELECTRICITY SUPPLY 
Return of Engineering and Financial Statistics relating to 
Authorised Undertakings in Great Britain for the year 1947-48. 
30s. (30s. 5d.) 
NEW ZEALAND 
A survey of commercial and economic conditions, July, 1949. 
3s. (3s. 3d.) 
NEW SECONDARY SCHOOLS 
Building requirements for secondary modern schools. 
2s. (2s. 2d.) 
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Books and Publications 


Solitude and Wisdom 


«Switzerland. A Democratic Way of Life.” By André 
Siegfried, translated by Edward Fitzgerald. Jonathan 
Cape. 223 pages. 12s. 6d. 


WHEN this book was first published in Switzerland some 
eighteen months ago it gave great pleasure to the Swiss, and 
the introductory quotation from La Rochefoucauld, “ C’est 
une grande folie de vouloir étre sage tout seul” could be heard 
at every dinner-table—quoted approvingly, for the Swiss are 
glad to be found wise, and are incapable of believing that it is 
ever a folly to be unique in anything. It is a good thing that 
there is now an English edition, for the books on Switzerland 
that are available to the English tend to be either offshoots 
of tourism or else ponderous tomes on political science, and 
M. Siegfried’s essay is certainly neither of these. It leans, 
admittedly, to the latter, since M. Siegfried confines himself to 
the political, the social and the economic ; the artistic crea- 
tions both of man and of nature are outside his framework. But 
there is nothing heavy about the treatment. It is, indeed, a 
little too light ; more even than M. Siegfried’s other books, this 
one does not get beyond annotated description—a much more 
urbane and epigrammatic Gunther. It is really rather a pity 
that a book of this sort about the Swiss should be written by 
a Frenchman. For however cosmopolitan he may be, he can 
never wholly divest himself of the unquestioning belief in the 
superiority of French culture that was bred into him (“a cul- 
ture of the Latin or Mediterranean type has a dynamism in 
the battle of ideas which the races of the north lack ”) nor can 
he entirely conceal his opinion that the Swiss are a bit dull. 
So they are ; but the fault is not quite so unforgivable as it 
seems toa Frenchman. — 


For those nevertheless who want to know more about 
Switzerland than can be seen from the train window, M. Sieg- 
fried has provided a most agreeable introduction. He makes 
no mistake about the essential point—that the stability ana 
moderation and equanimity of the Swiss do not arise out of any 
sameness about them, but on the contrary out of a conscious 
act of collective willpower in maintaining an equilibrium among 
the sharpest contrasts. Just how sharp those contrasts are is 
not often realised outside Switzerland. It is indeed remarkable, 
after so many centuries of such intimate intercourse, that the 
language frontier should still be so definite as to be visible to 
the naked eye. It is even more remarkable that, among those 
who speak the same language, religion should still be as localised 
as ever. The cantons of Vaud and Fribourg are both French- 
speaking and they lie side by side—it is only 4o miles from 
Lausanne to Fribourg—yet Vaud is to this day 82 per cent 
Protestant and Fribourg is 84 per cent Catholic. Switzerland 
is the most up-to-date country in the world in all technical 
matters ; but women neither have the vote nor, it would almost 
appear, do they desire it. It may be that in this combination of 
nineteenth-century ideas with twentieth-century techniques lies 
a great deal of the Swiss secret. The results are at least produc- 
tive of more contentment than the opposite combination to 
which Switzerland’s neighbours in western Europe seem to 
be addicted—that of twentieth-century ideologies with 
mneteenth-century economic techniques. 


Puritan Diplomat 


* John Quincy Adams and the Foundations of American 
Foreign Policy.” By Samuel Flagg Bemis. Knopf. 
588 pages. $7.50. 

THE crowning glory of John Quincy Adams came to him as 

the Old Man Eloquent of the anti-slavery controversy. This 

Was after he had retired from the career as a diplomatist which 

had culminated in the White House and which, in itself, would 

have placed him in the front rank of American statesmen. 


Family heredity determined that John Quincy should make 
his mark in foreign affairs and that his career in domestic 
politics should be that of a nationalist rather than a high 
Federalist. He always put national interest before party 
loyalty, and he broke with the Federalists by supporting Jeffer- 
son in the conflict with Great Britain which led to the War 
of 1812. It was as spokesman of American interest against the 
encroachments of the Old World that Adams attained national 
leadership ; and as the brilliant expert and forceful delineator 
of the field of American interests Adams formulated the basic 
principles of American foreign policy. 


The assertion of American national interest was mo easy 
task. It took a generation before the relations between the 
ex-colonies and Great Britain could be redefined, and the 
constant pressure of European powers to draw the United 
States within their orbit put great strain on Washington’s 
policy of non-entanglement. In Professor Bemis’s deftly 
written pages we see Adams holding out for American rights 
and insisting on an independent sphere of influence for the 
Republic. Aware of the importance of the hostage of Canada 
for the good behaviour of the British fleet, he was always pre- 
pared to take an independent line with Downing Street. It 
was Adams who was responsible for the Monroe Doctrine’s 
being an unilateral declaration of policy instead of “a cock- 
boat in the wake of the British man-of-war.” His success 
derived from his vision of the United States as a continental 
power. The first to believe fully in America’s manifest destiny, 
he set the bounds of its national interest, not at the Mississippi, 
but at the Pacific. Where American rights were concerned he 
was a prickly negotiator ; but his instincts were sound, and 
foreign statesmen, from Canning to Onis, came to treat him, 
and through him the Republic, with a new respect. 


Adams’s achievement is admirably set forth by Professor 
Bemis, who is a past-master at the unravelling of diplomatic 
negotiations, He is helped by the rich mine of Adams’s own 
writings, for he has left a personal record from which the 
story almost writes itself. But it has dangers, especially for 
American biographers who often see the patriot first and the 
man only second ; and in this case Adams is taken at his own 
valuation. As both a puritan and a child of a revolutionary 
generation he too often equated American interests with moral 
righteousness. For Adams American national interests were 
those of a superior nation, the unique exponent of a higher 
order of political life. The defence of those interests was 
therefore a moral duty. The principle of the freedom of the 
seas was not only the national interest of a trading nation with 
a weak navy, but a morally elevating principle. The Monroe 
Doctrine was a splendid gesture against the power politics of 
Europe, although it meant little without its unspoken corollary, 
the friendly British fleet. Where national interest appeared to 
conflict with moral principle, as, for a time, in the case of 
impressment versus slave trade, the latter was sacrificed. Thus 
in addition to Adams’s basic principles of foreign policy as 
enunciated by Professor Bemis there should be added this 
“holier than thou” overtone which also was to become part 
of the American tradition. As a good puritan Adams was 
incapable of disentangling his motives. It is a pity that his 
biographer should not have felt able to disentangle them for 
us. To have done so would have brought to life not merely 
the patriot but the man. 


War’s Aftermath 


“Island Administration in the South-West Pacific.” By 
Cyril S. Belshaw. Royal Institute of International 
Affairs. 158 pages. 12s. 6d. 

Mr BELsHAW is an ex-District Commissioner from the 

Solomon Islands which, with the New Hebrides and New 

Caledonia, forms the subject of this essay. He writes too much 
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in sorrow and too little in anger, trying to be objective about 
the humiliations and frustrations which have always been the 
lot of conscientious and progressive officials in these areas. 
He also falls awkwardly between the two stools of a straight- 
forward historical study and a discussion of administrative 
and economic remedies that might be applied. The main 
value of this book is that it gives a concise and well-documented 
outline of one of the most intractable colonial problems of 
today. 

The South Pacific leapt into fame during the war when a 
combination of American, Australian, New Zealand and Fijian 
forces drove the Japanese army of occupation out of the 
Solomons, and a number of huge American bases were estab- 
lished on the islands. The strategic importance of these varied 
and widely scattered island colonies was thus brought home 
to the world. Before that they had been left, as Mr Belshaw 
reminds us, to the tender mercies of the most blatant adminis- 
trative ineptitude (in the British Solomon Islands), the most 
heartless capitalist exploitation (in French New Caledonia 
and elsewhere) and the scandalous mockery of government in 
the Anglo-French condominium of the New Hebrides. They 
were also areas of ruthless missionary imperialism, with the 
different denominations competing with one another and 
exercising considerable political influence behind the scenes. 
“ Blackbirding” depopulated the New Hebrides in the 
nineties and labour recruitment, even as carried on under 
stringent control in the British possessions, had a deleterious 
effect on native village life. There were also severe «economic 
handicaps. New Caledonia’s nickel mines, worked with 
indentured Asiatic labour, brought profits to overseas share- 
holders but contributed inadequately to local revenues. 
Copra, the main export crop, largely plantation produced, 
suffered from the fluctuations of world prices and from lack of 
organised shipping facilities. And to these were added the 
physical difficulties of communications by sea and the adminis- 
trative difficulties posed by the exceptional tribal fragmenta- 
tion of the native peoples. It is littke wonder that the latter 
were either apathetic or frankly hostile to their European 
rulers. The Americans, Mr Belshaw records, had a shattering 
impact on this situation, both on account of their phenomenal 
supplies of mechanical equipment, tinned food and so forth, 
because of their extravagance in the payment of labour and in 
the purchase of curios, and because of their arrogance and 
irresponsibility. One result was a postwar “home rule” 
movement led by ex-servicemen with an element of mass 
hysteria in it and a belief in a coming American millennium 
as its rallying myth. 


This is the background to the remedies suggested by Mr 
Belshaw. He would like to turn the Solomon Islanders into 
peasant farmers and reorganise their administration so as to 
give them a voice in it. A good point he makes is that the 
newly aroused demand for education, high money wages, and 
expensive manufactured goods like lorries might be exploited 
as an incentive towards economic and social advance. He is 
justifiably cautious about the benefits that might come from 
the South Pacific Commission established in 1947. 


Reference and Text Books 


“ Yearbook of the United Nations, 1947-48.” HM Stationery 
Office. 1126 pages. 80s. $12-50. 


Tus yearbook surveys all the activities of the United Nations and 
its thirteen specialised agencies during the period from June 30 
1947, to September 21, 1948. It is arranged on the same general 
plan as its predecessor (which covered the United Nations from its 
inception up to July 1, 1947), but it quite rightly devotes more space 
to the activities, decisions and achievements of the various organs 
and less to accounts of their origin, development and structure. 
Where necessary, the reader is referred back to relevant passages 
in the first yearbook ; and unlike its predecessor, this volume con- 
tains full reference to the original documents, thus greatly enhancing 


the value of the series as an authoritative sourcebook f 
of the United Nations. or students 
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“United Nations Statistical Yearbook, 1948.” 


482 pages. £2. 
THE first issue of the United Nations Statistical Yearbook, which 
is to be published annually, takes the place of the Statistica) 
Yearbook of the League of Nations, last published in 1945. As was 
the case in the League Yearbook, the information is given in both 
English and French, and covers most countries of the world. 

Most of the tables give figures from 1928 to 1948, and where 
changes in territory have affected the comparability of nationa| 
series, these have been pointed out. Far more information is given 
than in the League of Nations Yearbook, and in much clearer form. 
Sections which were dealt with previously are more comprehensive, 
and there are many additional sections, including ones on transport 
and communications and social statistics and education. The diffi- 
culties of attempting to present figures from different countries on 
comparable basis are great, but the scope of each country’s figures s 
usually made clear by adequate footnotes. Some of the tables which 
are said to appear to have “restricted coverage” are published in 
the hope of encouraging the collection of more useful data by more 
countries. 


HMSO. 


«“ Sources of Statisticai Information.” Reprinted from the 
Journal of the Royal Statistical Society. Price 1s. each. 


TueE Royal Statistical Society has begun the publication of a 
series of papers on the statistics of the United Kingdom. Each 
paper contains details of the information available, its collection and 
interpretation and gives a bibliography of sources of information. 
The papers are reprinted from the Journal of the Royal Statistical 
Society and the complete series will number between 30 and 40. 
Those already published include: The Overseas Trade Statistics of 
the United Kingdom, by A. Maizels ; United Kingdom Merchant 
Shipping Statistics, by M. G. Kendall ; Statistics relating to the 
Coal Mining Industry, by R. F. George ; Medical Statistics, by 
M. Greenwood ; and Statistics of the Censuses of Production and 
Distribution, by H. Leak. 


“Ranking and Spicer’s Company Law.” Edited by 
H. A. R. J. Wilson and T. W. South. HEFL (Publishers) 
Limited. 496 pages. 215. net. 


Tuis, the eighth edition of the standard work, has been recast and 
rewritten to incorporate the effects of the passing of the Companies 
Act, 1948. The new act is dissected and difficulties of interpreta- 
tion laid bare both for the student and the professions. 


«“ Butterworths Company Precedents. Volumes | and II.” 
Edited by Ralph Sutton and W. J. Williams. Butter- 
worth and Company. 1380 pages. In two volumes 
price £6 6s. per set. 


THIS systematic and erudite outline of the effect of the Companies 
Act, 1948, section by section, is admirably documented with relative 
precedent and cases in this standard work. 


“Companies and Company Law.” By A. C. Connell and 
A. T. Purse. 6th Edition. Pitman. 537 pages. 155. net. 


A FULL and expert discussion of the existing corpus of company |aw 
in a practical setting. The changes wrought by recent legislation 
are explained with documentation of cases and an appendix incor- 
porating the full Companies Act, 1948. 


“The Book of the Stock Exchange.” 
Pitman. 448 pages. 30s. net. 


THE fourth edition of Mr. Armstrong’s story of the Stock Exchange 
relates closely to the previous editions in its exhaustive treatment 
of the mechanics of an institution keeping pace with the needs in 
the changing financial and economic environment. The book in its 
new edition frames in the old context the adjustments made necessary 
by war conditions and the subsequent adaptations to the new 
normalities of the postwar world. It is addressed first to those who 
would understand the modus operandi of the machinery of Throg- 
morton Street, but its lesson, epitomised by the Stock Exchange 
motto Dictum Meum Pactum, is of broader interest, and as such it 


will command a wider audience than brokers, jobbers and their 
minions. 


“Group Accounts.” A Complete Manual on Consolidated 


Accounts by D. J. Bogie. Jordan and Sons. 333 
pages. £3 3s. 


THE practical compilation of consolidated accounts is approached 
in a novel way in this textbook. It advances from an explanatory 
clearing of difficulties for the student, to the technique required 


for solution of the most advanced problems facing the practising 
accountant. . 


By F. E. Armstrong. 
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AMERICAN SURVEY 





The New Normalcy 


(From Our American Staff) 


EPORTERS were straggling away from the White 
House after a Presidential press conference. “ What 
an inconsequential little man he is,” murmured one of them, 
“except in November.” This comment was made before 
Mr Truman’s unprecedented giving of an exclusive interview 
to Mr Arthur Krock of the New York Times enraged the 
rest of the press corps, and it accurately reflected the sense 
of unimportance which pervades Washington this winter. 
To be of Cabinet stature these days one does not have to be 
avery big man. Mr Acheson is an exception, and the con- 
troversy over the wisdom or unwisdom of his comments on 
the Hiss case has been exacerbated by his rather lonely 
prominence. The American Legion atmosphere is perhaps 
densest around the Defence Department, but the impression 
of government by buddies is not confined to any one place. 


Normalcy is, of course, nothing new to Washington. If 
the city as it was five years after 1918 is compared with the 
city as it is five years after 1945, the present is much to be 
preferred. While there is no written law under which the 
doings of political promoters can be examined and regulated, 
the sale of political influence has been greatly reduced since 
President Harding’s time, and is far less lucrative: today 
the “five per centers” are reproved for making as much 
as five per cent. 


Furthermore, while the official world today may contain 
too many second-raters, at least few of the second-raters can 
be charged with being stooges. The time may not be far 
off when the Democratic Party will have to face some of the 
problems that the British Labour Party has before it now, 
and that the Republican Party had before it at various times 
in the past. But up to the present, the fact that American 
labour has no central, all-inclusive organisation has made it 
necessary for the Democratic leaders to seek support, both in 
votes and in money, among a number of trade unions and 
political agencies of unions, rather than from one centralised 
source. Thus, while the prevailing political climate is 
friendly to labour, the Democrats have not yet become a 
political front for a single economic group. To go back to 
a still earlier period of normalcy, there is now no single 
figure in politics with influence comparable to that exercised 
by Mr Mark Hanna, on the Republican Party and in the 
interests of big business, during the McKinley era of the 
eighteen-nineties. 

However, a comparison between the present and previous 
periods of normalcy breaks down entirely when it comes to 
the relative size of government operations in respect to the 
American economy. President Truman’s 1950 budget calls 
for the spending by the government of some $43 billion ; 
the American economy is now producing at an annual rate 
of $255 billion. President Harding’s 1923 budget took just 
over $3 billion out of a gross national product of $85 billion. 
Moreover, $31.7 of Mr Truman’s billions are for military 
account ; the defence of the Republic was thought to require 
only $2.5 billion in Mr Harding’s time. | Nowadavs, the 


defence establishme.t initiates decisions that affect the 
individual futures of every family, the purposes for which 
major portions of the national resources shall be used, and 
the continuance of the American way of life, both in terms 
of strict survival, and in terms of the distinctive quality given 
by the political and economic principles on which it is based. 


Decisions on such a scale require first-raters to make 
them ; yet some of the key posts in the defence establish- 
ment remain persistently vacant. In addition, a further 
large part of the budget, which existed only in embryo in 
Mr Harding’s day and which is highly important both to the 
individual American and to the economy as a whole, is the 
group of programmes contributing to security in its non- 
military sense: on the farm and in the home, against 
disability, unemployment and old-age. Decisions of wide 
moment are being made in Washington on these matters 
as well. 

* 


Perhaps it is more accurate to say that big programmes 
dealing with all these matters are being administered in 
Washington: whether decisions are being taken on them is 
less certain. On the executive side of government, the new 
leads which have been given this winter, the evidences of 
forward thinking, can be counted on the fingers of one hand. 
On the legislative side, ever since the reconvening of 
Congress it has been clear that the main object of the session 
would be to get nothing done ; the Republicans are against 
most of what has been proposed, and the manner in which 
the Democrats have made the proposals has shown that it 
is upon their “repudiation” by the Republicans, rather 
than upon their enactment by the Democrats, that the 
Democratic campaign is to be based next autumn. 


It is privately agreed in Washington that the European 
recovery programme for the coming year will have to be 
given new and different content, but the strategy is evidently 
to get the new appropriation on the old basis, and work out 
a new one later on. Since no Bills on aid to education, 
health and such things are likely to pass this session of 
Congress, there is little discussion on what a good Bill on 
those subjects should contain. Congressional hearings are 
sparsely attended, with no one listening very hard. The 
alternation of power between President and Congress, 
depending on which is weak, is a well-known feature of 
American political life. When both are in the doldrums, a 
third contingent is likely to be heard from—the public: it 
has already shown its concern by the numerous queries in 


**AMERICAN SURVEY” is drawn from three 
sources. Articles described as ‘‘ From Our American 
Staff ’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘ From a Correspondent in Ohio’’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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the press on the condition of American defence, which began 
with the hydrogen bomb decision. 


This is the reaction to the new normalcy in March. Will 
it affect the voting in November? From Maine to California, 
Republicans are wistful. They see their opportunity ; with 
Senator Lodge in the March issue of the Atlantic magazine, 
they would like to “modernise the GOP.” But for the 
most part they are defeatist, sure that the Republican 
elephant never forgets, and doubtful if he ever learns. 


Meanwhile, the Democrats are repairing their regional 
fences. They began with their hardest area: the South. At 
the meeting held in Raleigh, North Carolina, at the end of 
January, Vice-President Barkley and his bride were there to 
sprinkle the sweet water of harmony over the invited guests 
who came. But the rebellious Dixiecrats would not come ; 
the non-Dixiecrat conservative Democrats would not come ; 
the liberal members of the party who do not hold office could 
not be invited, because it might then have become necessary 
to invite, and so provide a platform for, Mr James Byrnes, 
once Secretary of State, now out of office, but on the way to 
becoming a Dixiecrat. The spread between the northern and 
southern wings of the Democratic Party, on civil rights for 
Negroes, was demonstrated not only during the recent 
debates in Congress on the Fair Employment Practices Com- 
mission, but also at a recent session of the Democratic State 
Committee in Alabama. There, the emblem of the 
Democratic Party is a rampant rooster; above him are the 
words “ For White Supremacy ”; below, “ And The Right.” 
At the meeting, where lines were drawn for the coming fight 
between Democrats and Dixiecrats for control of the party 
machine in the State, the chairman touched off a controversy 
about the emblem. He proposed substituting for the lower 
legend “ And States’ Rights.” 


Outside the solid South, by contrast, Democratic solidarity 
appears firm. The meeting scheduled for mid-May at 
Chicago has every prospect of cheers and good cheer. In 
Iowa, it looks as if Mr Loveland, the Under-Secretary of 
Agriculture, will return from Washington to run against the 
Republican, Senator Hickenlooper—and beat him. In 
Colorado, it is rumoured that another Republican, Senator 
Millikin, may not be back next year. These States are not 
normally Democratic strongholds. Mr Truman may clearly 
be a man of consequence, next November. 


Cloud over California 
[FROM A CORRESPONDENT IN SAN FRANCISCO] 


CALIFORNIA’S rapid and greatly publicised growth to indus- 
trial maturity during the last decade has tended to obscure 
a simple but important fact about the Golden State. Its 
economy still has deep roots in the soil and is widely affected 
by any change in the fortunes of its farmers. In 1945, nine 
of the eleven counties which led the United States in the 
value of their farm products were in California, and in 1946 
farm incomes in the State reached a peak of $2,194 million. 
Since then the prosperity of California’s farmers has been 
declining steadily and the fall seems almost certain to 
continue in 1950. Last year, for the first time since 1945, 
gross farm income in the State was under $2,000 million, 
although it was still far above prewar levels, of $675 million 
in 1940, for example. 


California’s farmers are therefore hardly paupers yet but, 


as their gross income has dropped, their costs have continued 
to rise and their net earnings have therefore dwindled. 
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Inevitably, spending has tightened, both on the supplies and 
services required to operate a modern farm, and on the per- 
sonal juxuries to which rural folk became accustomed during 
the ripe years. Merchants in rural communities report a 
steady slackening in purchases of automobiles, household 
appliances, clothing, and, in general, of all articles classified 
as luxuries. Construction of new farm buildings has slowed 
down. Nowadays broken fences are mended, not replaced. 
The demand for farm land has become sluggish, and the 
market value of the soil, highly inflated during the war years. 
has begun to decline. Bankers report a revival of borrowing 
by farmers. 


This rural retrenchment has had its repercussions in the 
cities and factories, although the effect has been mitigated, 
so far, by a continued strong demand from town dwellers 
for consumer goods. The huge food processing plants have 
curtailed production and are therefore needing fewer workers 
and less tinplate, sugar, and other supplies. The farm imple- 
ment factories which make tools, the lumber mills which 
provide framework for farm buildings. the steel mills which 
produce fence wire, all these and many others have felt, to 
some degree, the cutting back of farm income. 


It is in the rural regions, however, that the economic cloud 
is most ominous. In the great Central Valley of California 
this winter, 50,000 itinerant cotton pickers relived the 
scenes described by Mr John Steinbeck in his “Grapes of 
Wrath”; they face a darker future, since California’s 
cotton acreage is scheduled under the federal farm pro- 
gramme for a one-third reduction in 19§0. In all the farming 
areas of the State, employment has been declining since late 
last summer and thousands are jobless. Most of the State’s 
unemployed, who are estimated at 10 per cent of the working 
force, are either farm labourers or workers who formerly 
held jobs in industries closely connected with farming. 


*x 


The cloud has gathered over Californian farmers for a 
variety of reasons. The State’s agriculture is highly special- 
ised and its products are largely so-called “ luxury ” foods— 
fruits and nuts, asparagus, artichokes and avocado pears, 
olives and dates—many of which are not produced elsewhere 
in the United States. On the other hand, California grows 
far less of the staple foods—cereals, meat, dairy products— 
than it consumes. Thus, the Californian farmer is particularly 
vulnerable when the public decides it can do without costly 
luxuries on its dinner-table. The consumer’s purse-pinching 
has been apparent for many months. Sales of tinned fruits, 
such as peaches and fruit cocktail, have declined steadily and 
steeply. Almonds and walnuts have gone begging. Apples 
and dried fruits flood the market-place. Grapes and the 
products of grapes, wine and raisins, have found fewer buyers. 
Retail prices on nearly all of the Golden State’s “ fancy 
groceries” have been trimmed and trimmed again in the 


effort to make them attractive bargains in the eyes of the 
housewife. 


Staple commodities have been similarly affected, but their 
problems can, in theory at least, be met quickly by the acreage 
reduction which is now being applied to cotton and wheat. 
California’s specialised farm surpluses cannot easily be dealt 
with in this way. Almond trees or pear orchards cannot be 
uprooted overnight, each time a glut appears. Vineyards 
cannot be stripped to the ground, planted to forage crops, 
then replanted in grapes the next season. The trees and 
vines which produce many of California’s richest crops 
require five years or more of growth before reaching maturity. 
During the war years, when every ounce of food was needed 
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THROUGHOUT THE WORLD 





LONDON BRANCH . 
12 Nicholas Lane, E. C. 4 In the enterests 


Head Office: , d : ‘ * 
300 Montgomery Street, San Francisco 20, California, U.S.A. of expa al ng expor ts 
New York Representative: 44 Wall Street, New York 5, N. Y. 
Branches throughout California 


The Chase Bank, through its three London offices, offers 
its services to firms newly engaged in foreign trade 


Bank of Am eri ca or expanding their exports to the U. S. In additioa 


ae to full banking facilities, the Chase can provide 
NATIONAL fRYSTAx® ASSOCIATION prompt information on credit or trade situations ia 
MANILA BRANCH, 139 Juon Lune all parts of the United States. 

TOKYO BRANCH, Yaesu Building 

KOBE BRANCH, 36 Nishimachi Ikutaku 

YOKOHAMA BRANCH, 518 Yomashito-Cho Nakake THE CHASE NATIONAL BANK 
SHANGHAI BRANCH, 44 Foochow Road OF THE CITY OF NEW YORK 


Representatives: Paris, Zurich, Milon A United States Corporation with Limited Liability 


Correspondents throughout the world LONDON — 6 Lombard Street 
| 51 Berkeley Square Bush House, Aldwych 
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THE 


‘MARINE MIDLAND TRUST 
COMPANY OF NEW YORK 


James G. Blaine, presipent 
120 Broadway, New York, N. Y. 


STATEMENT AS OF DECEMBER 31, 1949 


RESOURCES 

Cash and Due from Banks............... $124,673,599.92 
United States Government Obligations. .... 132,033,460.67 
State and Municipal Securities. .......... 3,314,280.52 
Stock /of Federal Reserve Bank........... 600,000.00 
Other Secstitees «60.065 69s big ee saeet 3,589,736.96 
Loans nnd Discounts soc a'v oc cs ib nawen ead 121,914,968.49 
Mortgages (teeth anon kao eee naeene’s 2,142,368.44 
Customers’ Liability on Acceptances. ...... 1,298,164.38 
Accrued Interest Receivable. ............ 909,646.02 
ee rey ee Te 98,119.54 

$390,574,344.94 

LIABILITIES 

Capital. . « c0n00s000s0n<seKneshe snot tes $ 5,000,000.00 
Swrphes . .o.oo.05 0s on sees epgesegensaebes 15,000,000.00 
Dudividiod Peete. x a6 00se ictus vebarse 2,843,980.39 
Provision for Taxes, Interest, etc......... 1,479,913.28 
Liability on Acceptances. ..........000+. 1,472,014.38 
Crbser Lights. ac uinnes vine hapeenstaes 673,912.92 
Deposits. ......ccccceseces cebeeccecess MemOnaaeT 


$390,574,344.94 


IN NEW YORK STATE THERE ARE 19 MARINE 
MIDLAND BANKS WITH 102 OFFICES 


The Marine Midland Banks 


CONDENSED COMBINED STATEMENT AS OF DEC. 31, 1949 








RESOURCES 
Cash on hand and with other Banks..... $ 255,645,467.69 
Due from Marine Midland Banks....... 15,145,189.83 
United States Government Securities.... 498,875,966.08 
State and Municipal Secusities......... 40,535,295.09 
Other Bonds and Securities. ........... 18,967,081.56 
Loans and Discounts. .<........cccccece 287,995,239.34 
MectQngeR . isis tine Césetdeveds 0succte? 68,606,180.19 

Bank Buildings, at not more than cost, 
less amounts written off............. 7,289,083.79 
Customers’ Liability on Acceptances. .... 1,306,366.71 
Accrued Interest Receivable............ 3,176,314.95 
Other Remmarene so Eo coicis nn bncc cass 1,341,705.86 
WOR be vké wcll $1,198,883,891.09 

LIABILITIES 
Capit TRG «cs Bindi ninnd> Gnddesscuack $ 27,300,000.00 
Surplus and Undivided Profits.......... 53,283,495.65 
Mabe oo Se a ks tk PR ek *1,660,000.00 
Provision for Taxes, Interest, etce........ 5,492,519.45 
Liability on Acceptances. .............. 1,480,216.71 
Guben Utebileeiiiis 5. ss ho ev ded ecricn 1,663,936.26 
PURGES. SSCS Soc vcd 6 ose CoRR eee 1,108,003,723.02 
WORM Scans cia $1,198,883,891.09 





Note — Securities and other assets carried at $72,131,545.74 in the 
above statement are pledged to secure public deposits and for other 
purposes required by law. 


* After applying certain reserves to write down assets. 
(Parent company and affiliate not included in above statement.) 
Members of Federal Deposit Insurance Corporation 
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“*He pays me well and then lets me tear my brain to 
tatters adding . . . adding . . . adding endless columns 
of figures. Seven and carry one ... three and carry 
two... all day, every day. Then I make stupid 
mistakes because I’m just too tired to think. Why 
doesn’t he think ? For £76 he could buy an electrically 
operated ‘ Addo’. It’s a marvellous little machine— 
quick, quiet and simple to use. Saves all the brain fag 
and speeds up the work. Oh help ! I shall never get 
these figures out on time . . . eight and carry three...” 


Ask for a demonstration in your own office and see for yourself 
what an * Addo” can do in helping with the trial balance, 
general analysis, day-book checking, wages dissecting, cost 
analysis and countless other jobs with figures. 


You cam alurays COUNT 


on the 
ADDO 
ADDING & LISTING 
MACHINE 








(CALCULATORS) LTD. 


7& 8 POULTRY - LONDON €E.C.2 


PHONE: CEN 3611 
Sales and Service throughout the British Isles 
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and prospects for continued prosperity were bright, new 
plantings were heavy. These new trees and vines are now 
ready to make an additional contribution to the huge sur- 
pluses which have piled up as demand has declined. 


Attempts, financed by government subsidies, are being 
made to “ divert” these surpluses, but the return to farmers 
is only a small portion of their costs of production, Producers 
wince at the sorry spectacle of 100 million lb. of raisins 
fed to hogs, of 5,000,000 Ib. of walnuts crushed into oil 
for thinning paints, and of apples rotting on the ground. 
Before the war foreign nations were avid buyers of Cali- 
fornian oranges and lemons, raisins and prunes and many 
other commodities. Dollar shortages have prevented a 
resumption of that buying and only a trickle of such foods 
is going abroad under the Marshall pian. 


At the same time, producers in many foreign lands, espe- 
cially the Mediterranean countries, where the climate and 
soil resemble California’s, and the same crops can be grown, 
are competing in the United States, spurred by the need 
to obtain dollars. For example, Spain, which last year sent 
more than $20 million worth of olives to the United States, 
this year expects to harvest a crop four times greater than 
last year’s. Imports of nuts and dates, sold at prices about 
equal to the production cost alone in California, are other 
instances of this competitive battle. It threatens to become 
more intense and, as it does so, demands for increased 
tariffs will grow also. But duties and trade barriers, subsi- 
dies and marketing agreements, “diversion” or destruction 
of surpluses, are only stop-gap measures, not basic cures 
for the problems of declining demand, over-production, and 
foreign competition which now face California’s farmers. 


American Notes 


Costly Victory in Coal 


The teeth of the Taft-Hartley Act have not proved 
sharp enough to hold Mr Lewis this time, and the miners’ 
leader, thanks to the firmness of union discipline and his 
own ingenuity, has added one more to the list of his vic- 
tories. Mr Lewis’s lawyers argued that the union had fully 
complied with the court order, by asking the miners to return, 
and Judge Keech ruled that the government had produced 
no proof that this was done tongue in cheek. The only 
resource left to the President was to request authority to 
seize the mines. The operators, however, who had relied 
on the court to impose fines similar to those exacted in the 
past, and feared a permanent loss of many markets unless 
a settlement was reached, came to terms with the union 
before Congress could act. By making it clear that the 
government would negotiate no new contract with the 
miners if it seized the pits, Mr Truman ruled out any hopes 
the union might have entertained of securing more favour- 
able terms from the government than from the industry. 


The new contract, signed by all the main groups of 
operators, concedes most of Mr Lewis’s cash claims: an 
increase in daily wage rates from $14.05 to $14.75 and an 
increase from 20 to 30 cents in the royalty charged on every 
ton of coal mined, on behalf of the miners’ welfare fund. 
Mr Lewis originally demanded a wage of $15 and a royalty 
of 35 cents. The administration of the welfare fund—long 
a bone of contention—has been wholly surrendered to the 
union, by the appointment of trustees friendly to Mr Lewis. 
In return, Mr Lewis has abandoned his insistence on the 
provision that the miners would. work only when “ willing 
and able”—his chief means of controlling production, but 
One that had already been declared an unfair labour practice 
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by Judge Keech. The operators, presumably, may now 
require full production—if they can sell the coal. 


: The new contract, so hardly won, has cost the average 
individual miner over $1,000 in lost pay. It is estimated 
that it will raise the cost of coal by about 20 cents a ton, 
though the large owners may reduce this by introducing 
more mechanisation, now that they can rely upon fewer 
stoppages. Any increase in the cost of coal will, of course, 
hasten the substitution of other fuels, which in any case 
has received a sharp spur from the shock of seeing coal 
stocks fall so low that maximum room temperatures had to 
be fixed by law in New York and the Great White Way 
had to be darkened. Spokesmen for the industry repudiate 
the President’s description of coal as a “sick” industry, 
but there is much support for his proposal for an impartial 
commission to investigate the industry’s excess capacity and 
failing markets. 


Mr Lewis describes his long-drawn-out but’ successful 
campaign as his Marengo; others profess to see in it the 
Waterloo of the Taft-Hartley Act. Mr Taft prefers to 
believe that the Act’s ineffectiveness, in this emergency, was 
due to faulty handling of the government’s case, and to Mr 
Truman’s tardiness in invoking the law he is pledged to 
repeal. But many critics of the President’s “ mishandling ” 
of the strike are convinced that a net which allows so large 
a fish to escape needs reinforcement, particularly as Mr 
Lewis, in his hour of triumph, has offered a “ mutual aid 
pact” to the Congress of Industrial Organisations. 


* * * 


Mr McCarthy goes Red-hunting 


Senator McCarthy, a Republican from Wisconsin, may 
well be exhausted long before the Democrats allow him to 
give up the chase which he began so irresponsibly two weeks 
ago. He then announced that there were, or had been, 205 
Communists working in the State Department, some of 
them in important positions. He later modified this to 57, 
and finally settled on 81, of whom he gave details, but no 
names ; many were, however, easily recognisable. With an 
election approaching, the Democrats did not dare to leave 
either the Senator or his party with such a useful collec- 
tion and at once appointed a sub-committee of the Senate 
Foreign Relations Committee to investigate the authenticity 
of Mr McCarthy’s specimens. 


Senator Tydings, the sub-committee’s experienced chair- 
man, is forcing Mr McCarthy to identify and pin down in 
turn each of these red moths, who are supposedly eating 
away the fabric of American foreign policy—and the moths 
are being allowed to answer back. The Democrats justify 
this unheard-of procedure by past experience which has 
shown that, unless the rebuttal starts at the same time as 
the charges, it never catches up with them. Mr McCarthy 
himself has perhaps been drawn into his present hunt by 
this delay: much of his evidence seems to have been collected 
during previous Congressional investigations and later dis- 
proved. It is partly because such undigested information is 
almost certain to mislead that the Administration has been 
so reluctant to hand over to Congress the files containing the 
records of inquiries conducted under the government’s 
loyalty programme. 


When the present investigation was authorised, the 
Republicans insisted that the committee be given power 
to subpeena such files. The expected show-down on_ this 
long-standing source of bitter friction between President 
and Congress has, however, apparently been avoided. Mr 
Truman is said to have accepted a compromise by which the 
committee will be given access to, but not possession of, the 
files. The President’s amenability is a recognition of the 
political danger of giving an argument. to those who allege 
that the files contain something that needs concealing, and 
that Congress is more concerned than is the Administration 
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about the loyalty of government employees. Even Mr Acheson 
has been obliged, as a concession to the discomfort of the 
Democrats in Congress, to submit to the humiliation of 
explaining that he was neither impugning the American judi- 
cial process, nor implying that he was tolerant of disloyalty 
in the State Department, but only expressing Christian com- 
passion for a friend, when he said that he did not intend to 
turn his back on Mr Alger Hiss. 


* * * 


Veteran’s Preference 


The veteran—in the United States any one of any age 
who has been discharged from the Forces—can take his 
choice today between two approaches to veterans’ problems. 
One is that of the Hoover Commission, which recommended 
drastic reorganisation of the Veterans’ Administration in 
order to provide the veteran with the benefits to which he is 
entitled more quickly and at lower cost—since veterans are 
also taxpayers. The other approach is that of the American 
Legion, the largest veterans’ pressure group, and three others, 
which denounce the Commission’s “dismemberment” of 
the VA as a stab in the backs of men and women who served 
their country. 


The last war threw a tremendously heavy burden on the 
‘VA, Voth in the form of 15 million more veterans, and a 
great expansion of benefits. One of the abuses against which 
the Hoover Report warned Congress has recently been 
amply corroborated: this is the exploitation of the educa- 
tional and training programme by private trade and 
vocational schools, which have sprung up overnight to cater 
to the veterans and milk the government. The subsistence 
allowances granted to veteran students are in themselves an 
attraction to the unscrupulous veteran in a time of rising 
unemployment. The consequence is that the Administration 
has had to ask for $750 million more than was thought 
would be needed a year ago, and for Congressional authority 
to impose stricter standards, both on the schools, which are 
now subject only to State approval, and on the scholars. Yet 
in the past, even fervent advocates of federal economy, such 
as Senator Taft, have preferred continued waste to the risk 
of alienating the veterans’ vote. 


* 


The VA is spending about $7 billion this year, approxi- 
mately one-seventh of the federal budget. This is more 
than is being spent on any other function except defence, 
more, for example, than on the whole foreign aid programme. 
The Hoover report suggested that this cost might be reduced, 
without impairing veterans’ benefits, by transferring certain 
functions to other agencies, home loans to the Federal 
Housing Authority, hospital building to the Department of 
the Interior, which handles other federal building, and 
medical care to a new United Medical Service. Veterans’ 
insurance, which now occupies one employee for every 450 
policies, would be turned over to a new government cor- 
poration, which might more nearly approximate the private 
case-load of 1,700 policies to each worker. Veterans’ 
preference in obtaining civil service jobs would also be 
slightly modified to allow administrators more freedom of 
choice and fit veterans into the jobs for which they are best 
qualified. 


These are the reforms for which Mr Hoover has been 
pilloried as the veterans’ worst enemy, and against which 
the Legion is mobilising all its members. The American 
Veterans’ Committee is the only veterans’ organisation that 
supports them; it accuses the Legion of preferring chaos 
and extravagance to the loss of its own influence and 
patronage in the VA. This is a test case. Not only does 
the VA offer one of the most fertile fields for efficiency and 
saving but, if Congress caves in under the Legion’s pressure, 
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other entrenched interests will take heart, jeopardising the 
success of further reorganisation plans which the President 
is expected to send to Congress in the near future. 


* * * 


Restraint on Broadway 


The “admirable uphill struggle for survival,” which 
Mr Lee Shubert and his brothers say they have been making 
for the last fifty years, looks to the Department of Justice 
more like a deplorable attempt to keep competitors from 
setting foot on the hill at all. The Shuberts and their 
associates are being charged, under the Anti-Trust Acts, 
with restraint of trade through their control not only of 
half the theatres in New York’s Broadway district and of 
all, or nearly all, the theatres in several other important 
cities, but also of the agencies through which these theatres 
are leased. The Shuberts are thus able, it is alleged, to 
deny stage space, both for the almost essential preliminary 
“try-out” in Boston or Philadelphia and for the post- 
Broadway road tour, to producers who refuse to rent 
Shubert-owned theatres in New York. And plays in which 
the Shuberts are financially interested are said to receive 
preferential treatment at those theatres. 


* 


The Department of Justice does not accuse the Shuberts 
of restraining trade in the booking of theatre seats, but Mr 
Celler, of the Congressional committee now investigating 
monopoly, thinks that they have something to do with the 
notorious difficulty of obtaining tickets for established 
Broadway successes at official prices. While present 
prosperity lasts, visitors to New York seem prepared to pay 
$60 for a $6 seat ; but natives object to being “ scalped ” 
in this way and prefer the cheaper safety of a television set. 
The city authorities, concerned at the disrepute being brought 
upon New York’s chief attraction (and one that no other 
American city has), have been investigating this black market 
for nearly a year. They have revoked the licences of about 
thirty of the agencies which handle three-quarters of the 
theatre ticket business, and are supposed to add only a 
go-cent booking fee to the official price. The regulations 
governing the remaining agencies have also been strengthened 
and are to be enforced more stringently. 


The real trouble, however, is the shortage of theatre seats 
on Broadway. Today there are only 32 legitimate theatres 
available in New York, compared with 96 in 1927. No new 
theatre has been built since that year and outmoded building 
codes even discourage those who might bring existing ones 
up to date and make them more economical to run. Costs 
of production have trebled in the last 15 years—and are 
said to be three times higher than in London—but the 
prices of seats have risen by only 20 to 25 per cent. High 
costs make it difficult for a play to run unless it is sure to 
draw full houses for a long time. In New York there are 
either smash hits or flops, but few of the moderate successes 
that are frequent in London. As a result theatre seats must 
be booked months in advance and yet there is serious 
unemployment among actors. 


On Broadway this unemployment is blamed in part on the 
British actors who share the bright lights with Hollywood 
stars. The “angels,” who provide the financial backing, tend 
to insist on one or the other for the leading roles. They 
also prefer to put their money on a formula that has proved 
its box-office appeal. Music—‘ Oklahoma” and “ South 
Pacific””—and tragedy—* Streetcar Named Desire” and 
“ Death of a Salesman ”—are both sure attractions. One of 
this season’s successes combines both, with a British actor 
and a libretto based on a best-selling novel, another require- 
ment of the “angels”: this theatrical paragon is “ Lost in 
the Stars,” from Mr Alan Paton’s poetic study of the African 
colour problem, “ Cry, the Beloved Country. 
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THE WORLD OVERSEAS 





Fourth Republican Politics in 19f50—1 


(From Our Paris Correspondent) 


BIDAULT has, in his first few months of office, run 
e into heavy weather of a kind which makes M. 
Queuille’s term seem like an idyll of long ago. The Assembly 
voted M. Petsche’s budget in a curtailed form that endangers 
its equilibrium. The “ affair of the generals ” and the Soviet 
recognition of Ho Chi-minh have lent a spurious plausibility 
to the Communists’ “ hands-off-Indo-China” campaign, 
which is naturally accompanied by intensive “ peace” propa- 
ganda and seditious incitement of the population against the 
reception of American military aid for Europe. Finally—at 
a moment when Soviet pressure on French democracy was 
daily gaining in strength—the French Socialist Party chose to 
withdraw its Ministers from the government. What exactly 
the Socialist policy of “support without participation ” 
entails nobody knows ; what is certain is that the manceuvre 
has left M. Bidault with a courtesy majority of 230 votes 
against 186, with 196 abstentions. 


The fact that the important and long-debated law on the 
return to collective bargaining for wages was subsequently 
voted by 450 votes to nil, with only the parties of the Right 
abstaining, in no way diminishes the gravity of this parlia- 
ment’s plight. For M. Bidault (its last hope) at the head 
of 150 MRP deputies must receive the support of almost the 
whole Right, if he is opposed on a particular issue by 
Communists and Socialists together. The Prime Minister 
would, in fact, be most unlikely to obtain the votes of 
Radicals, Moderates and Gaullists at once. But even if he 
did, it is most improbable that his own party, which has a 
left wing of politically militant Catholics, would accept the 
substitution of Conservative for Socialist support. Nothing, 
at least, could be further from the wishes of the CFTC, the 
Christian Union, which is nearest politically to the MRP but 
nevertheless often co-operates closely with the Communists 
in the factories. 


Desire for a General Election 


The urgency of affairs, international and domestic, causes 
many people to look to a dissolution of parliament and a 
general election as the only way out. But not all the political 
groups are prepared for a dissolution ; still less are all in 
favour of the preliminary electoral reform which some 
demand. It is a situation rich in arithmetical subtlety, and, 
above all, one which illustrates the rigid diversity of French 
persuasions and interests. For the French parliamentary 
system is not a modern party system in the British, North- 
West European or North American sense of the term. French 
parties are not, that is to say, nation*w:de conglomera- 
tions of citizens subscribing, roughly and vaguely, to certain 
administrative and economic principles—they are rather 
cliques or sects. | Nor do French parties produce anything 
resembling a modern executive. For France is “ ruled” by a 
legislature very like that of the eighties, of which it has been 
Written : * 

The Chamber did not want any person or institution to 
be potent save itself: to the degree that a large assembly 
can govern a country, the Chamber would govern it. What 
the Chamber could not do would not be done. 

In 1950 the Chamber can unfortunately do almost nothing 


*The Development @ Madera Preice. “Professor D, W. Brogan. 


at all. What is done is done through civil service channels by 
ministerial decree—as it were, surreptitiously. Policy may 
thus be continued for a few weeks or months until its effect 
is sufficiently unpopular to compel a Minister (under the 
orders of his party) to dissociate himself in the Assembly 
from his colleagues. There is then a “ political crisis.” 
It is this state of affairs which leads General de Gaulle to 
describe the Fourth Republican Government as “ ’équipe de 
la médiocrité qui est aussi celle du chloroforme” and to 
demand a change in the constitution that would strengthen 
the executive. 


Obsolete Party System 


But if the legislature and executive do not function 
properly, this fact is largely the result of the obsolete nature 
of the parties themselves. For the actual party system 
belongs not to the present but rather to a happier time 
when a Deputy was primarily a man who represented at 
once a concrete local interest and a general philosophic 
principle (in the nineteenth century the Conservative 9r 
Radical faith). Thus, economically, he would be an “ inde- 
pendent,” and philosophically a party-man. In spite of the 
advent of the new Marxist parties in the twentieth century, 
this antiquated conception of party seems largely to remain. 
There are, for instance, many independents in the National 
Assembly who, like several other small groups, are 
really a band of “local” Conservatives who are sent to 
the Palais Bourbon to defend certain interests and do not, 
consequently, always vote together. These deputies may 
number among them distinguished statesmen such as M. 
Reynaud and M. Petsche, but they do not constitute a 
modern national party. 


On the other hand, the twentieth-century doctrinaire 
blocks are, in their own way, just as out of date as the 
“independents ”—witness the Communists (the Soviet 
party), the Socialists (the anti-clerical, anti-war, pro-planning 
party)—since they profess principles which have no real 
application to France’s living present. The only large modern 
French party is the MRP, a Catholic “ Lib-Lab ” party with 
a broad national appeal. Its brilliant beginnings in 1946 
gave hope that it might become a real majority party. But 
the MRP is now generally held to be in process of eclipse, 
some of its adherents turning to General de Gaulle’s 
Rassemblement du Peuple Francais. The political scene 
continues, therefore, apart from the RPF, to be peopled 
by many parties representing, for instance, the proletariat, 
the civil servants or the farmers (France has its Peasant Party) 
and by individual deputies defending the trade in wine, silk 
or crystallised fruits. Small wonder that the chances of the 
Rassemblement are growing every day. 


In the event of elections, the RPF, which polled 
over 40 per cent of she votes in the municipal 
elections last March, might increase its present 22 
seats in the Assembly five- or six-fold—if not more. In a 
house of 620 seats the General’s party will, however, still 
need allies, which must be found among the Radicals and 
Moderates. Half the Radical deputies aiready vote with the 
RPF in the present parliament, and there is small reason to 
believe that those Moderates returned would refuse their 
support if the RPF triumphed. It is thought that the chief 
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sosers in an immediate election would be the MRP, to which 
many followers of de Gaulle gave their support in 1946 when 
the General, having ceased to be Prime Minister, had no 
party of his own. (One of the MRP’s founders, M. Michelet, 
has since joined the RPF.) A possible development is, there- 
fore, the defection of the MRP’s more right-wing voters. Pre- 
sumabiy neither M. Bidault nor M. Teitgen nor M. Maurice 
Schumann would march with de Gaulle ; but they might find 
themselves at the head of a band one-third its present size. 


(A succeeding article will describe the present electoral 
system and the different proposals for reform.) 


Elections in the Soviet 
Union 


[BY A CORRESPONDENT] 


Tue elections which are to be held in the Soviet Union 
on March 12th belong to the normal functioning of the 
“Stalin Constitution,” adopted in 1936. This constitution 
instituted the present state structure of the Soviet Union 
which must not be confused with the quite separately 
organised Soviet Communist Party. Admittedly many 
prominent figures occupy high places in both state and 
party organisations; but the Bolshevik Party is not the 
state and is best considered as a sort of order or brotherhood, 
which is scattered through Soviet society (particularly the 
upper strata), and which leavens it. The “ Stalin Constitu- 
tion” embodied numerous progressive and democratic 
ideals, and, on paper, provided for the peaceful existence of 
Soviet socialism, for democratic practice and for individual 
liberty. As organs of democratic government the Constitu- 
tion, following a Russian revolutionary tradition, adopted 
“ Soviets” (councils). These “ Soviets” were formed in 
every administrative division, from a village upwards, and in 
the highest of them, the “Supreme Soviet,” the supreme 
power was declared to be vested. 


It is for this “Supreme Soviet,” corresponding to a 
parliament, that elections are now going forward. The body 
consists of two equal chambers ; the “ Council of Nationali- 
ties,” consisting of representatives from each of the races 
inhabiting the Soviet Union (twenty-five representatives from 
each constituent republic, and lesser numbers from each 
smaller national area) and the “Council of the Union,” 
elected on the basis of one representative from every 300,000 
inhabitants. 


Council of Ministers 


These two chambers are elected every four years. Their 
first business is the election of two bodies nominally 
accountable to them: a “Presidium” and a “ Council of 
Ministers.” The head of the “ Presidium ” holds a position 
theoretically approximating to that of a French President and 
carries out such duties as receiving the credentials of 
ambassadors. This position is at present occupied by N. M. 
Shvernik, a minor Politburo member ; formerly it was held 
by Kalinin. Stalin’s position under his own constitution is 
that of unanimously elected “President of the Council of 
Ministers,” or, as we should say, “Prime Minister.” The 
“ Council of Ministers” elected along with Stalin includes 
the Politburo members, all of them except one “ without 
portfolios,” and the heads of the numerous ministries, such 
as Vyshinsky, Minister of Foreign Affairs. Besides electing 
these two bodies, the “ Supreme Soviet ” meets annually for 
about five days and ratifies the budget. 


The candidates for election to the “ Supreme Soviet” are 
proposed in the constituencies by such bodies as the local 
Communist Party or trade union organisations, are adopted 
unanimously at mass meetings, and are elected unopposed. 
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The sophistry used to explain this phenomenon, and also 
the unanimity in the “ Supreme Soviet,” is that all contradic- 
tions in society spring from economic conflict ; since socialism 
has removed such conflict in the Soviet Union there can be 
no occasion for disagreement. The members of the 
“Supreme Soviet” fall into two categories ; those who are 
elected for ministerial or other posts, and others, such as 
Stakhanovites or successful milkmaids, who form a sort or 
proletarian background and supply the applause. It is 4 
cardinal principle of the Soviet state that it rests for support 
on the whole people, and not simply on the Communist 
Party ; and so we find that about a quarter of the candidates 
are “ non-party.” 

The suggestion that power really lies in the “ Supreme 
Soviet” is apt to provoke a wry smile even from a Soviet 
citizen, for the hollowness of the sham is plain enough. 
Just as the “Stalin Constitution,’ with its guarantees of 
individual liberty, was adopted at the very time when the 
great purges were decimating the Party, so the “ Supreme 
Soviet ” is seen from its record to have been a mere rubber 
stamp. Throughout the late war it sat only twelve day, : 
the number of important questions, particularly questions of 
foreign policy, which it never discusses, is legion. Recently 
the Soviet-Chinese treaty has been negotiated, the death 
penalty has been reintroduced, and the rouble revalued, 3! 
without reference to the “ Supreme Soviet,” which, indeed, 
has not sat for nearly a year. Questions affecting personalities, 
such as the disappearance of Vosnezensky last year, are 
entirely taboo for the “ Supreme Soviet,” the members of 
which unfailingly applaud wildly the names of the leaders 
and re-elect the “ Council of Ministers” without any note 
being taken of disappearances or replacements. Stalin, 
despite his position as Premier, says nothing at all in this 
singular assembly, but simply appears at one or two sessions 
to receive an ovation. The proceedings of the “Supreme 
Soviet” are published in a Soviet variation of Hansard, and 
suggests more than anything a kind of primitive ritual. The 
actions and language are wholly conventional ; each speech 
begins and ends with a eulogy of the All-Wise One, some- 
times in verse form ; and unanimous acclamations occur every 
few minutes. 


Undoubtedly the main purpose underlying the “ Supreme 
Soviet ” is a pretence at democratic procedure. The pretence 
is a failure, but it is at least encouraging that Stalin thinks 1 
necessary to stage it. Other important though less obvious 
purposes are to provide a pretext for intensive local propa- 
ganda and to obtain through the deputies a check on 
opinions and conditions in the country. 


The apparatus of government set up by the “ Stalin 
Constitution,” elaborate as it is, is only one of the means . 
which the ruling oligarchy ensures that its directions are 
executed throughout the Soviet Union. There are several 
other powerful organisations working to the same end: the 
Communist Party, the youth organisation, the secret police 
and the Council of Trade Unions. Under the Stalinist 
system, if one body does not achieve the desired purpose, 
another will: and each body serves as a check on its fellows. 


Economic Troubles in Italy 


[FROM OUR ROME CORRESPONDENT] 


THE part played by “ Full Employment ” theory in the Italian 
political struggle is peculiar. Any government headed by 
Signor de Gasperi, who for so long took his cue in economic 


questions from Professor (now President) Einaudi, and who 
now has the Einaudian Professor Pella as chief economic 
Minister, can be expected to feel a fundamental distrust of 
monetary stimulants. The embattled Communist opposition. 
with its heart fully occupied by sterner purposes, is, for its 
part, contemptuous of any doctrine smacking of New Dealism. 
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The latest De Gasperi cabinet took office four months after 
the devaluation of sterling—which was imitated only to the 
extent of 8 per cent by Rome, and which cut short the 
hesitant Italian recovery of early 1949. While employers 
and labour now join in diagnosing a condition of depression, 
the Government can point to cost of living indices which 
declined by 3 per cent in 1949 while wage indices rose 
by 2 per cent, and can argue, with technical support, 
that real wages are in 1950 better than in 1948 and much 
better than in 1938. Expenditure on non-essentials tells 
a similar tale: the average Italian smoked seven per cent 
more tobacco in 1949 than in 1948, and 22 per cent more 
than before the war. Consumption of coffee and sugar 
are on the rise. Government supporters even quote the 
present unemployment figure of about 2,000,000, compared 
with the figure of 2,160,000 at the same time last year, 
as evidence of economic improvement. But this reckoning, 
issued months late and not comparable in method with 
the larger figures of 1948, is not accepted on any side as an 
economic index. The General Confederation of Labour 
adduces calculations to show that the total of insured 
employed persons is 150,000 less than two years ago, though 
the population increases by 400,000 a year. It says there are 
also a quarter million of unemployed white-collars and a 
million part-timers in industry, and one and a half million 
agricultural workers with only spasmodic employment. The 
employers, on the contrary, regard the official figure as 
including (despite the 1948 purge) many who are not really 
unemployed. Both sides’ criticisms are doubtless largely 
justified. 


Obstacles to Progress 


Is Italy, then, prosperous or declining, going forwards or 
backwards? Inclinations to optimism, based on the bright 
appearance of big towns and on the factors named, are 
checked first, by the seething discontent of the million or 
more braccianti in Romagna and Apulia—the landless 
labourers, the uprooted residue of big internal migrations 
towards the great public works of past generations ; second, 
by the endemic crisis of the Milan and Genoa ex-armament 
and ancillary concerns which it has been economically impos- 
sible to rationalise and socially impossible to close down ; 
and third, by the perilous obsolescence of the great textile 
industry. 

To settle the braccianti, convert the ex-armament industry 
and modernise the textile industry are tasks calling for massive 
capital expenditure, which have a high priority in Govern- 
ment programmes, Altogether vaguer and vaster, however, 
are the needs arising from the revolt of the whole great 
southern and insular region of Italy against its traditional 
economic inferiority. Several millions of southerners can 
no longer be left living in hovels and caves, never tasting 
meat, milk, sugar or coffee, while twice their number live, 
with exceptions, commodiously and well, northwards from 
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Rome. The latest De Gasperi government, and any con- 
ceivable successor, has to cope with the distinct and 
competing demands of the north-centre to recover its 
normality, and of the south to be dragged out of what 
was hitherto regarded, not without philosophic dignity, 
as a poverty decreed by Providence, but is now a 
perpetual incitement to rebellion. All this means a battle 
for the billions of investable capital and, in the margin, keen 
argument on whether monetary technique knows a safe w 
of creating billions which the investor and the taxpayer do 
not, at present, seem likely to produce. 


The preference of Signor De Gasperi is no doubt 
to provide the traditional assurances for home and 
foreign investors to induce them to tackle these problems 
piecemeal and at their private risk. First of these assurances 
would be an unshakable currency. The Einaudi-Pella 
school is not keen, so soon after the monetary convulsions 
of 1943-47, to forgo the prestige of a large currency reserve, 
Or to encourage the banks to widen credit margins. But 
American views have to be remembered. Like the previous 
De Gasperi Government, which was scolded by ECA for its 
financial caution, the new Government has had to revise its 
plans for utilising the remainder of the current ERP annuity 
(that is, the lira counterpart). The plans were changed after 
telephonic negotiations with Washington, on pain of seeing 
the last instalment of $70 million lopped off. With an eye 
on America, as well as on the local opposition, Signor De 
Gasperi has appointed three Ministers to concentrate upon 
investment expenditure, and Signor Campilli, in particular, 
has become showman for the Government’s spending enter- 
prise. He has “found” 300 billions of unused ERP lira 
balances (though old-fashioned economists have asked scepti- 
cally in what particular box) available for quick spending. 
The rhythm of actual and intended expenditure is meanwhile 
puzzling to follow, even for skilled observers. Signor Pella 
may, before this is printed, have announced an annual invest- 
ment estimate of 1,500 billions for the new financial year. 
Of this, one-third may represent the initiative of the State. 
The investment programme will include expenditure ancillary 
to the Agrarian Reform, but that fundamental measure, esti- 
mated possibly to cost 1,000 billion lira in ten years, is still 
undergoing revisions on its way to a very mixed reception by 
the Government benches (not to mention the others) in 
Parliament. Incidental to the reform is a development pro- 
gramme of 12c billion lira a year for ten years, including 70 
billion lira for aqueducts in the South, announced uncon- 
ditionally by the Premier in his programme speech. 


Meanwhile, the Communist-led CGIL, which claims 
five million adherents, has been advertising its own “ con- 
structive ” purposes at a “ National Economic Conference ” 
in Rome. The “ Plan,” so far as it emerged, consists of an 
immediate engagement of 700,000 men on development work 
of many descriptions, to be financed by credit and currency 
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expansion. The “Plan” was said to be workable without a 
previous socio-political revolution, and “sacrifices” for 
putting it into practice were offered on behalf of the workers. 
There is no reason to doubt that in preparing for this 
politically equivocal gathering the Confederation’s experts 
brought together much valuable local information and some 
expert technical thinking. As a “constructive” gesture 
the “ Plan” hardly established a basis of co-operation with 
the sixth De Gasperi Government, but it said something for 
civilisation that Ministers Lamalfa and Campilli were able 
to mount a Communist platform to the accompaniment of 
smiles and handshakes. 


Crisis in the Philippines 
S$ [FROM A CORRESPONDENT] 


WHEN the new Republic of the Philippines was established 
on July 4th, 1946, it inherited a situation compounded of 
hopeful and disturbing elements. During the half century 
of American sovereignty significant progress had been made 
by the Philippines. Important economic development had 
taken place, education had made great progress, and a well 
organised civil service had been developed, particularly 
during the last thirty years of American sovereignty when 
the Philippine Government for many practical purposes was 
largely autonomous. In addition, the new Republic had at 
its disposal at the time of independence exchange reserves 
of more than US $600 million ; it had a preferential position 
in the American market ; it had assurances of $400 million 
for war damage claims, as well as $120 million to be spent 
by the United States Government on rehabilitation and 
reconstruction ; and, furthermore, it had the expectation of 
very substantial dollar expenditures by the personnel of 
various American agencies, particularly military and naval. 
The total of American government expenditures in the 
Philippines in fact has amounted to more than $1.5 billion. 
Only a very small percentage of this sum, however, has been 
direct aid to the Philippine Government. For example, 90 per 
cent of the $400 million war damage payments will have 
been paid to individual claimants in amounts of $500 each, 
or less. Similarly a high percentage of military and naval 
expenditures has been in the form of day-to-day purchases 
by members of the American Armed Forces ; consequently, 
American expenditures have been diffused throughout the 
population and have not been directly available to the 
Philippine Government for capital investment increases. 


A Post-war Spree 


The disturbing elements in the situation arose from the 
ravages of the war against Japan. Although the reconstruction 
has proceeded smoothly and with amazing rapidity it was 
impossible that so much physical damage could be- repaired 
within a five-year period. Much of the Philippine civil service 
was disrupted and many of its ablest members were killed by 
the occupying Japanese. Four years of isolation from world 
markets created so tremendous a demand for consumer goods 
that the Philippine Government deemed it politically 
impossible to demand continuing abstinence. The craving 
for hair oil, fountain pens, bicycles, motion pictures, 
and canned peaches was a political as well as an economic 
problem, even if it meant less exchange available for capital 
goods. To these factors must be added the psychological 
one. During the Japanese occupation it was patriotic for a 
large percentage of this population to steal, lie, loaf, sabotage, 
and use violence. As in other comparable occupied areas 
it soon became apparent that it would take time and patience 
to return to normal standards. 
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By late 1948 it was becoming increasingly apparent to the 
more responsible Philippine officials that the ececed time 
of American expenditure was beginning to run out and that 
the country would face a serious economic and financial crisis 
unless drastic remedial measures were taken. At the same 
time, the export position of the country had not recovered 
sufficiently to compensate for anticipated exchange reduc- 
tions. Little, if any, progress had been made in the rehabili- 
tation of abaca ; sugar was still far short of prewar production, 
and copra was bringing an unprecedentedly high price which 
could hardly be maintained. Obviously any increase in 
exports would require a long development period. The only 
remedy was an enforced reduction in imports. On January 1, 
1949, import control regulations were put into effect, designed 
to effect savings of $100 million a year. These controls, 
however, were never effectively implemented and the 
exchange position continued to deteriorate during the year 
at an accelerated rate. 


By November, 1949, dollar reserves had reached a new low 
of slightly more than $200 million and remittances abroad 
during October and November reached a new high. This 
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trend reflected not only the decreasing American payments 
and the continued failure of exports to increase but also to 
a certain extent a lack of confidence in the Government which 
had just won a presidential election under dubious and con- 
troversial circumstances, Hence on November 14th the 
Government imposed revised and drastically tightened import 
controls designed to effect a saving of $200 million a year. 
Practically every item of import was affected, and in many 


instances the cut in the import quotas amounted to 95 pet 
cent. 


Two weeks later, in anticipation of a possible flight of 
capital, exchange controls were imposed. Unfortunately these 
two recent developments caught the Philippine Government 
without the qualified or properly trained government 
machinery to handle the administration. The Philippine 
Government is also facing a dangerously large budgetary 
deficit of some 200 million pesos a year without the prospect 
of sufficiently increased revenue. An important source of 
revenue has always been the excise taxes on imports, which 
will now vanish if the import controls are effective. It is 
difficult at the moment to see whence the necessary additional 
revenues will come. Improved administration of the laxly 
enforced tax laws, including the income tax, would help a 
little, but hardly enough to compensate for anticipated losses. 
Basically the only answer is increased production for export, 
cut that will require time and drastic measures. Perhaps the 
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the form of steam, and how much they have used. 


If it is necessary to have a weighing machine to measure 
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meter to measure the steam going out ? 
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only immediate answer is a reduction in the standard of living 
to which the Filipinos became accustomed during the half- 
century of American sovereignty. 


But it is debatable how far the standard of living 
can be permitted to deteriorate without grave consequences, 
not only for the Philippines itself but also for South-East 
Asia as a whole. The Philippines has become the American 
show-window in Asia and the United States can hardly permit 
the Philippine experiment to fail without serious damage to 
American prestige in the Far East. At the same time, it can 
be anticipated that as a result of experience the United States 
will hardly be disposed to give additional aid to the Philip- 
pines without satisfactory assurances that such aid will be 
effectively used. On the other hand, it must also be assumed 
that the United States will do whatever is necessary to prevent 
disaster. The method of accomplishing these twin objectives 
is a problem Washington must now solve. There is no 
evidence as yet that President Quirino during his recent visit 
to Washington received assurances of any kind of specific aid 
from President Truman, beyond reliable reports that an 
American economic survey mission might be despatched to 
the Philippines in the near future to develop specific plans 
and recommendations. 


Defence of Belgium 


[FROM OUR BRUSSELS CORRESPONDENT] 


THE voting of this year’s military contingent, and the 
passing of the defence estimates through the Senate, have 
helped to define the position of Belgium in the plans for 
western defence. Almost simultaneously the military aid 
mission has installed itself in the former Japanese Embassy. 
Amid the secrecy prevailing on all matters of equipment, it 
has been stated that a first arrival, tentatively valued by the 
Belgians at frs. 4,000 million, is in progress and another of 
similar value will be put in hand as soon as the deficiency 
lists are agreed and the availabilities ascertained. 


The Liberal defence minister, M. Albert Devéze, has 
renewed his reputation by infusing a spirit of keenness into 
the building up of Belgium’s defence system on the western 
pattern. This enthusiasm is, however, chiefly confined to 
the professional cadres of officers, non-commissioned officers 
and specialist troops. The soldiers-of-the-line proper are, as 
ever, conscripts. They do their military service, which lasts 
a year, at the age of 21 and are apt to regard it as a nuisance. 


The army is divided into home defence units and into 
combat troops which will be placed at the disposal of the 
Western Union command at Fontainebleau. In principle, the 
division now in Germany, which is to be brought up to its 
full strength, and certain detached troops, will come under 
Fontainebleau. To these will be added a second division for 
which the mobilisation arrangements have been laid down ; 
and, subject to budget credits, a third division is to be 
formed this year. 


Use of New Weapons 


These second and third divisions will, until the actual 
moment of mobilisation, exist only on paper. In view of 
the very substantial changes in equipment the point at once 
arises of training the troops in the use of the new weapons. 
The obligations of the mulicien consist of his year’s service, 
plus 45 days during the fifteen years in which he is liable to 
be mobilised. For the most part, 15 days are taken in the 
year following the full-scale service, and this is agreed to be 
less than adequate for modern refresher courses in weapon 
technique. The authorities concerned are conscious of this 
problem, but it is still undecided whether to increase the 
period of service or to impose it at an earlier age which would 
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be less inconvenient to the milicien. Belgian public opinion, 
alive as it is to the importance of western defence, has not 


yet reached a point at which increased service obligations 
would be accepted without opposition. 


Home defence will be manned by the troops not seconded 
to Fontainebleau with, as a nucleus, the 10,c00 men in the 
gendarmerie. This is a full-time corps which has been 
trained in the use of small arms, and which is to be specially 
fitted for anti-fifth-column duties. Side by side with the 
gendarmerie is the Garde Territoriale Anti-Aérienne now in 
process of formation. This, though it will make a slight call 
on the professional cadres, will be essentially a home guard 
depending on §53 part-time officers and non-commissioned 
officers and 2,795 part-time Gardes. Unlike the air defence 
of Great Britain, it will come directly under the home defence 
command, with its three regional commands at Brussels, 
Li¢ge and Antwerp. The need for close liaison with fighter 
defence is, however, recognised. 


Questions of Command 


Though there is abundant evidence of Belgium’s practical 
desire to co-operate in western defence, the Minister is keen 
to keep the troops under Belgian command to the highest 
possible level, and to ensure such representation as seems 
adequate to the inter-allied command. The same spirit may 
affect the actual allocation of troops to Fontainebleau ; it is, 
for example, the Minister’s expressed opinion that parachute 
troops should be classified as home defence rather than as 
combat troops. The general question of reorganising the 
high command cannot be fully settled till Belgium’s constitu- 
tional pattern is clarified after the referendum on March 
12th. The rule by which the King takes the field, as he did 
in 1940, as commander-in-chief of his army clearly needs 
adapting to Western Union conditions. This rule, too, is 
apparently responsible for the marked difference in standing 
between the chief of staff and, for example, the role of 
CIGS in the British hierarchy. 


This year’s total contingent, for the three fighting services, 
is 73,782 (excluding commissioned officers), an increase of 
10,262 on 1949. This includes 42,275 conscripts, an 
increase of nearly five thousand, though still only two-thirds 
of the population of eligible age. , 


The budget credit asked for is frs. 5,685 million, an 
increase of some half a billion francs, including military 
pensions. Though this includes some slight provision for 
supplies to the base under construction at Kamina, there is 
no other provision for the defence of the Congo, which is 
in the hands of colonial troops under European officers, and 
the cost of which is borne by the Colonial Ministry vote. 
Nobody concerned, however, has any illusion as to the need 
for defending the Congo if conflict should develop in central 
Africa ; nor, so long as Western Union endures, will this 
be exclusively a Belgian interest. The budget credit, which 
is almost 11 per cent of the nation’s budget effort, is never- 
theless proportionately smaller than in 1936; it is regarded 
in Belgium as being large for a country with no extra- 
metropolitan commitments. M. Devéze, speaking two weeks 
ago to the Foreign Press Union, emphasised Belgium’s right 
to expect other nations to do as much. 


Included in the proportion of the total is the frs. 2.5 billion 
proposed in the loan-financed extraordinary budget. This is 
earmarked for works and equipment including (with the 
MDAP supplies) the new fighter base in Hainaut, the 


radar network and the 85 new aircraft (including 50 Meteors 


and 20 Spitfires) destined to supplement the striking power 
of the air force. The air force has no difficulty in filling its 
cadres of young officers and is, indeed, over-strength with 
515 officers. It is still somewhat below establishment, 
however, in the professional non-commissioned ranks, and 
this year its draft of miliciens is to be increased by nearly 

a thousand to 3,755. “; 
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Implementing Point IV 


OW that Marshall aid is passing its half-way 
milestone and shrinking rapidly, increasing 
attention is naturally being given, both in the United 
States and in Europe, to the problem of covering the 
yawning dollar gap which, even on the most optimistic 
assumptions, is likely to remain after mid-1952. It is 
no doubt to these as yet informal and unofficial dis- 
cussions that Mr Ernest Bevin was referring when, in 
the course of an election speech, he referred to the 
continuance of American aid after the Marshall pro- 
gramme had ended. That remark was quickly picked 
up by an ever-suspicious Congress, and Mr Paul 
Hoffman was called upon to deny that any discussions 
were proceeding for continuing Marshall aid beyond 
the statutory period. Mr Bevin and Mr Hoffman, 
how ver, were not talking about the same subject. There 
is no question or possibility of extending Marshall aid 
beyond 1952; under certain conditions Europe might 
indeed be fortunate if it were to last until then. But 
the best estimates made by OEEC show that, in the first 
post-Marshall year, western Europe and its dependent 
territories will still be running a dollar deficit of over 
$1 billion. That is a gap too great to be covered by the 
unaided, normal commercial export of American capital. 
It is not, therefore, too early to consider what special 
arrangements may have to be made, or machinery 


evolved, to stimulate this flow of “ commercial ” dollar 
capital. 


Any approach to this problem should recognise at 
the outset the very obvious fact that emphasis 
must be laid rather upon measures to improve the 
credit-worthiness of the potential borrowers than upon 
changes—however necessary they may be—in the 
machinery for canalising US capital exports. This 
proposition is surely so self-evident as to need no 
elaboration ; yet many experts are still prone to put the 
cart before the horse, to discuss machinery before they 
have decided upon the setting in which that machinery 
will have to function. A solution of the gravest problems 
which retard economic and political rehabilitation in 
Europe—among them the inclusion of western Germany 
in the western European community and the re-establish- 
ment of friendly and effective monetary relations between 
Britain and France—must be first secured if dollar capital 
is to be attracted to Europe and if the collaboration 
between American capital and European technique in 
canalising dollar capital to Europe’s dependent territories 
is to be effective. 


Provided, however, that the approach is realistic, the 
task of canalising American capital, whether under 
President Truman’s Point IV programme or through 
other channels, is not so wholly out of range of reasonable 
possibilities as public discussion of the problem generally 
seems to imply. During the three years 1946-48, 
American private capital was invested outside the United 
States at an average rate of $840 million. In 1948 the 
export of such capital reached the remarkable figure of 


$1,077 million. A substantial proportion of this export of 
capital (no less than 53 per cent in 1948) represented 
development by the American oil companies outside the 
United States. This is foreign investment of the classic, 
self-supporting type. The United States will in due 
course become a large importer of oil, and the export ot 
capital is thus building up industries and a prospective 
flow of trade which will themselves take due care of the 
problem of remitting to the United States the service 
on this external investment. Oil development will 
probably continue to provide one of the main streams in 
the flow of American capital exports. For that reason 
alone, special care should be taken to avoid any repetition 
of the heavy-footed tactlessness with which the former 
Ministers of Fuel and Power and Colonies so affronted 
the American oil industry. 


When, however, all that can reasonably be attempted 
has been done to improve the attractions of the non- 
American world for dollar capital, and to maintain 
friendly relations with the greatest potential exporters of 
private capital, it will still be necessary to evolve a new 
market mechanism if the flow of American capital is to 
match the need for it. This necessity will arise particu- 
larly in the implementation of the Point IV programme. 
The Export-Import Bank of Washington has done valiant 
work in canalising dollar capital and in handling foreign 
reconstruction projects which, strictly viewed, were out- 
side its terms of reference. But it can hardly be the 
vehicle for carrying the necessary expansion of dollar 
capital exports. It is too exclusively governmental, and 
by its statutes it is wholly restricted to loans of which 
the proceeds must be spent in the United States. It will 
continue to play its part in the development of American 
capital exports but the limitation of its resources and 
especially the tied character of its loans put it out of court 
as a major instrument for this purpose. The International 
Bank for Reconstruction and Development will equally 
be found wanting. Recent experience has shown that 
its rigid approach and conditions of lending (for which 
there is something to be said on other grounds) do not 
provide a flexible means of handling the infinite variety 
of projects that must emerge from any programme for 
the opening up of under-developed countries. It 
resembles commercial banks in the United States in that 
it is too intent on the collateral or security aspect of any 
operation. Moreover, given the degree and kind of 
security which it exacts, namely a governmental 


guarantee, it is on the whole an extremely expensive 
lender. 


A more elastic mechanism is needed, therefore, if the 
mobilisation and shepherding of American capital in 
adequate volume are to be achieved. Whatever mechan- 
ism may ultimately be evolved, there is one point at which 
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US governmental intervention and perhaps subvention 
will be required. That is in providing cover for the 
transfer risk arising from all external investment opera- 
tions. Some organisation akin to the Export Credits 
Guarantee Department will be needed. Such a govern- 
mental organisation would, in the performance of its 
function, be called upon to accumulate the foreign 
currency proceeds of interest and capital repayments 
which, for the time being, could not be converted into 
dollars, because of continuing difficulties in overseas 
balances of payments. Such an accumulation of foreign 
currencies would provide a visible and persistent induce- 
ment to the United States to pursue a commercial policy 
which would make dollars more abundant and enable its 
debtors abroad to meet the service on their loans, not 
merely in local currencies but in dollars. Such Govern- 
ment-provided insurance cover should be available to all 
private investment from the United States, subject to 
approval of the projects by the US authorities concerned. 


* 


Apart from this overall guarantee the situation will call 
for the maximum variety and elasticity in tapping the 
separate sources from which the export of American 
capital will be fed. The big American oil companies 
may be expected to continue their exploitations and 
search for a commodity of which the United States 
will be in increasingly short supply as the years go 
by. Private syndicates between merchant bankers 
and issuing houses in the United States and Europe 
may be expected to mobilise their combined strength 
to develop mineral and other resources throughout 
the world. There are already modest prototypes of 
this kind of welding of American capital and British 
“know how ” in arrangements which have been made 
between British, American and Canadian houses to 
finance gold mining developments in the Orange Free 
State. Such a marriage of American capital with the 
knowledge of under-developed countries acquired over 
long periods, and by costly experience, by bankers and 
issuing houses in London, Brussels, Paris and Amster- 
dam, would appear to be the best approach to an effective 
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realisation of the Truman Point IV programme. The 
experience of such syndicates acquired over the past two 
years does not, however, engender any great hopes of 
really massive mobilisation of American capital which 
might be placed with their assistance. 


If such mobilisation is to be achieved, it will require 
the direct tapping of private savings and subscriptions 
to public issues by the American private investor. To 
achieve this it might be desirable to establish an invest- 
ment corporation in the United States, so capitalised as to 
be able to offer a yield on its securities comparable with 
that obtainable on US corporate bonds and stocks. The 
capital would probably have to be highly geared in order 
to give the necessary encouragement and high yield-rating 
to the equity capital. Given a US Government guarantee 
of the transfer risk, presumably at a small or nominal 
cost, the yield basis on the various securities of such a 
foreign investment corporation should conform to the 
yields for high-grade American securities of similar type. 
Since the projects launched under the Truman pro- 
gramme would also call for the investment of a certain 
amount of sterling and other European capital, the new 
corporation would necessarily have to act in collaboration 
with similar or existing institutions in Europe. The main 
contribution which Europe would make in this venture, 
however, would be that of its knowledge of the spheres 
in which the money would be invested, of expert 
personnel and of technical help. It should not be for- 
gotten that in its origin the Point IV programme of 
President Truman was essentially an offer of technical 
advice. That fact was clearly stressed and developed 
in the last report of the International Bank which pointed 
out that the main obstacle to the development of under- 
developed countries was not the lack of external capital 
but the lack of technical experts and of good administra- 
tors. Dollars will certainly be needed in the fulfil- 
ment of the Point IV programme, and if they can be 
provided in the form of completely untied loans and on 
terms which can be made reasonable by a guarantee of 
the transfer risk, they should go a long way to fill the 
dollar gap which will remain after Marshall aid has done 
its invaluable constructive work. 


Opencast Coal 


(ee coal production has been used to supply 
the deficiency of output from the British mines 
over a number of critical years. The objections to it, in 
a crowded country where the land is precious and 
jealously guarded, have been forcible. Strong feel- 
ing is aroused by the desolate spectacle of an opencast 
site in course of working. And, though restoration of the 
land has lately, at least, been more careful than is generally 
credited, doubts about the future of the restored land 
cannot be entirely set at rest. Good crops have been 
grown immediately after restoration, but it is not yet 
possible to assess the ultimate effect on fertility. But 
necessity and the sheer want of an alternative have justi- 
fied the opencast programme and carried it on. Today, 
as the deep mines get into better shape, it should be 
Possible to set a term to the programme and assess with 
a slightly clearer perspective the services it will have 
performed. 

The opencast coal programme in Britain has now 
teached its peak. Last year’s output of 12.4 million tons 


may be exceeded in 1950 or 1951, but not greatly ; and 
there is little doubt that after 1951 it will be permitted 
to decline. The former Minister of Fuel and Power 
stated the conditions of opencast coal policy for the next 
four years at a recent meeting with representatives of 
the civil engineering contractors. Mr Gaitskell then said 
that he hoped for a production of some 25 million tons 
from this source in the two-year period 1950 and 
1951, and a further 15 or 20 million tons in the following 
two years. 

But he added a warning: three factors would, he said, 
largely determine in practice what the output was to be. 
There was to be no further net financial loss on the pro- 
gramme ; the Government’s policy now was that opencast 
coal production must pay its way. Secondly, no more 
dollars could be spared to buy excavators from the United 
States. Thirdly, the need to “ minimise” disturbance 
to the farming community continued. It may be worth 
while to examine what these conditions mean. 

Given the Government’s reluctance to spend any more 
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dollars on excavators or to lose any more money on the 
programme as a whole, a figure of 40 to 45 million tons 
over the next four years is almost certainly the most that 
can in fact be attained. The opencast programme could 
hardly have been carried out (in the actual conditions of 
the time) without large imports of American machinezy, 
which during the war was acquired on Lend-Lease and 
after the war had to be paid for in hard dollars. The 
chief American supplier to the British programme was 
the Lima Hamilton Corporation which, when the British 
fuel shortage was most desperate, made special arrange- 
ments to give early delivery. This company supplied 
the Directorate of Opencast Coal Production with 85 
excavators of 34 cubic yards bucket capacity and 100 
excavators of 24 yards between 1946 and 1949. Some 
bigger machines (of 5, 6 and 8 yards, and one very large 
American machine with a 25-yard bucket) have been 
added, together with the relatively small output of 
British makers. The outcome of the whole effort is 
that about 1,600 cubic yards of excavator bucket 
capacity together with more than 500 tractor-scrapers 
and various other contrivances are now available for 
opencast coal work. The Directorate of Opencast Coal 
Production (a department of the Ministry of Fuel and 
Power) was for a time the largest owner of this 
machinery, but most of it has by now been sold to con- 
tractors, who, in addition to their own normal purchases, 
were often in effect obliged to buy it as a condition of 
taking opencast contracts. 


Thus a large park of equipment has been amassed in a 
very few years. The machines are, however, being driven 
hard, and equipment of this kind, engaged night and 
day on very rough work for many months together, can- 
not have a very long working life. Their import has 
now ceased, and the new machines to take their place will 
have to come from a small number of British firms which 
have been expanding their capacity to build large exca- 
vators and are now producing machines based largely on 
American designs. Since economic production at the 
depths now being worked requires really heavy plant, tt 
follows that the actual opencast output to be achieved 
in 1952 and 1953 will depend on (among other things) 
the speed and success of the expansion in production of 
this plant in Britain, to the need for which Mr Gaitskell 
drew attention in his talk with the civil engineers. 


For these reasons, a determination to make the pro- 
gramme pay its way implies that the production targets 
will not be fixed beyond the capacity of the efficient avail- 
able plant. But it implies, equally, a certain limitation on 
the sites to be worked. For the economics of the whole 
process are basically determined by a simple relationship : 
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the ratio between the thickness of overburden (the earth 
and rock which have to be removed to get at the coal) 
and the thickness of the coal seam to be extracted. They 
are further influenced by the value of the coal to be 
extracted from a particular seam. South Wales anthracite 
in particular can economically be dug at greater depths, 
the more readily as the land which covers it is largely 
moorland or hill grazing of no great agricultural value. 
Opencast anthracite output is likely to be raised from 
600,000 tons in 1949 to perhaps 1,000,000 tons in 1950 ; 
it will, if these plans are realised, supply about a quarter 
of the total South Wales anthracite production and will 
have an important export value. 


Sites having a volumetric ratio more favourable 
than five of overburden to one of coal are rare in 
Britain ; at the other end of the scale, sites with a ratio 
less favourable than twelve to one are not usually con- 
sidered to be worth working. The extent of the proved 
coal reserves in Britain classified within these limits and 
still to be worked has been estimated not to exceed 66 


million tons ; and this figure includes coal now being 
worked. 


It will not be possible to work all this coal ; perhaps 
a quarter is “frozen” because of the objections of 
different departments or interests, and a further tonnage 
is known to be subject to other objections. In fact, 
therefore, no more than 45 million tons are available at 
the present time for working within the economic limits 
that have been laid down. No doubt the prospectors will 
find more sites. But their work is elaborate, and while 
they are prospecting, the known sites are being steadily 
used up. It is open to question whether they could find 
more sites quickly enough to expand the programme. 
This, then, may be the ultimate limitation. 

Strip mining had been little practised in Britain until 
recent years, and its expansion for coal-getting has hap- 
pened under pressure of emergency. To meet the emer- 
gency a considerable civil engineering effort has been 
mobilised and some unsuspected talents of an improvising 
kind have been revealed. But it has not, at least until 
the present time, been really possible for the people 
engaged to pause and take stock coolly of the task and 
of the methods. This fact had unfortunate results 
at times, and in earlier years (as last year’s Sixth Report 
of the Select Committee on Estimates showed) it 
cost the taxpayer a good deal. The loss in 1945-46, 
when the year’s output was 7.9 million tons, was 
about £7 million—some 17s. 8d. a ton. This was 
brought down in 1947-48 to a loss of {1.4 million 
on 11.1 million tons of coal (2s. 7d. a ton), and in the 
calendar year 1949, when output was 12.4 million tons, 


SUMMARY OF OPENCAST CoAL OPERATIONS IN Britatn, 1942-49 
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the loss was as low as fourpence a ton. Higher coal prices 
have made it easier to avoid losses, but costs of pro- 
duction have been substantially reduced during this 
period, despite the fact that the easiest sites tended to be 
used up first. Within the strict limits determined by 
geological factors, the methods and the tools employed in 
shifting earth and handling coal can influence costs 
greatly. The main burden of the work is in the bulk 
shifting of earth and rock, and this has been largely a 
matter of bringing more powerful machines to bear and 
utilising them more fully and efficiently. Some of the 
people most closely engaged have hardly had time to 
form an opinion of their own success or failure in this 
task, but an observer from outside can probably not avoid 
the conclusion that there have been gains in efficiency as 
the Ministry and the contractors have accumulated 
experience, 

The programme yielded 12.4 million tons of coal last 
year to supplement a deep-mined output of 202.7 million 
tons. This year, when the National Coal Board expects 
the deep-mined output to be between 205 and 210 million 
tons, the opencast programme is expected to add about 
13 million tons to this total. Without this contribution, 
it need hardly be explained that either exports or inland 
consumption would have to be severely cut, and the 
results in each case would be unpleasant. Taken over the 
whole period since opencast production started in 1942, 
the contribution has been 65.9 million tons ; and in the 
same period the total British export of coal (including 
foreign bunkers) has been between 74 and 75 million 
tons. It is difficult not to conclude that without the open- 
cast programme the British export trade in coal—which, 
as things are, has survived only on a diminished scale— 
might have been extinguished for many years. 


The table below shows some of the 
goods that the British West Indies bought 
from Britain in 1948. There is a market, 


too, for many other British products. 


Write for our new booklet ‘ Overseas Markets’. 


trade tables for the British West Indies and other territories where the 


Bank has branches. 


COCOA PREPARATIONS £204,000 


CORDAGE, CABLES, 
> ROPES & TWINE 


ee 


‘ne 





549 


A glance at this year’s projected coal budget is enough 
to show that dependence on opencast output for 
supplies of coal at the margin is by no means at an end. 
The export and bunkef target “to which,” as Lord 
Hyndley said in January, “‘ we are now working ” is more 
than 22 million tons. If the aggregate saleable output is 
between 218 and 223 million tons (205-210 million tons 
from the mines and 13 million tons from opencast) this 
will leave between 196 and 201 million tons (or less, if 
the exports prove greater) for inland consumption. This 
compares with actual figures of inland consumption of 
195.1 million tons in 1949 and 192.7 million tons in 
1948. It is a high figure compared with before the war, 
but there seems to be no expectation that inland con- 
sumption will fall, or even cease to rise, in the next few 
years—provided that full employment is maintained. 

Clearly this balance does not at present permit the 
economy to manage without opencast coal. Moreover, 
in 1948, according to the last annual report of the Coal 
Board, 80 collieries, which produced 4,000,000 tons 
of coal, lost £5,500,000. To keep these pits in opera- 
tion while forgoing opencast output which could pay its 
way would be expensive. 

The opencast coal programme is unlikely, therefore, 
to be willingly abandoned so long as output from the 
mines is seriously insufficient in quantity, and so long as 
the marginal supplies of deep-mined coal are much more 
costly to extract. Only a steady improvement in the 
economic and physical performance of the mines will 
make the opencast programme unnecessary. But it is 
worth while to remember that, if such an improvement is 
too slow to come, the opencast programme will in any 
case fall away for technical reasons ; it cannot be called 
to the rescue for many years longer. 
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-_ Business Notes 


Shadow of the Budget 


The ominous shadow of the budget has this week spread 
itself over the financial and political scene. Its approach has 
been heralded by the presentation of supplementary estimates 
which reduce to mere mockery the Chancellor’s solemn 
warnings to Departments last spring that no supplementary 
provision would be made except in very special circumstances 
and his pledges given in the autumn that renewed efforts 
would be made to ensure the utmost economy. It is true that 
this additional bill does not of itself mean that no economies 
are resulting from the promised drive, since under-spendings 
on one vote cannot be offset against over-spendings on 
another ; but two-thirds of the bill (the details of which are 
discussed in a Note on page 520) are for the Health Service, 
which was known to be outrunning the constable long ago, 
and the excess here certainly cannot be excused, even by Sir 


en 


* OrprnaRY ” EXPENDITURE, 1948-51 


{Mns. 
Actual Original Estimates 
‘e 1948-49 1949-50 1950-51 
CONSOLIDATED FUND SERVICES:— 
National Debt... ......0s0-0 477 -2* 485 -0 ‘ 
ERNE onic: since s we bie ease eile eta 41-8 42-0 527 -Of 
519-0 527-0 527 -Ot 
SUPPLY SERVICES :— 
MUNI 3 0400.0 ccunoasoeten 162-7 189-3 193-0 
War Ollice..6.3.5 iii ied 346-7 304-7 299-0 
Aie Mimiabee a's n3s 600 45 Nate ee 186-9 207-4 223-0 
Supply (Defence) ............ 56°3 57°8 65-0 
Ministry of Defence.......... 0-6 0-7 0-8 
TOTAL DEFENCE .......+.. 753°2 759-9 780-8 
Geant MIE, Son ches sabes oe 1,844 -8 1,982 -8 2,102 -2 
Revenue Depts. ............- 35-8 31°3 34°4 
Post Office (net)............. 7 7-4 7-5t 
Totat OrDINARY EXPENDITURE 3,152-8 3,508-4§ 3451-9 
* Uxcluding {22-8 mn. sinking fund provisions to raise total to £500 mn. “ fixed ” 
debt charge 
{ Unofficial estimate, assuming that any extra provision required for payments to 
Northern Ireland may be offset by a reduction in the “ fixed ” debt charge. 
t Unofficial estimate 
§ Raised to £3,478-1 mn. by Supplementary Estimates. 


Stafford Cripps, on the ground that the national interest 
necessitated a “ major change in policy ” which would consti- 
tute a “ special circumstance.” It is painfully apparent that 
this extravagance arises precisely because the policy, such as 
it is, has not been changed. 


More sombre still is the picture presented by the estimates 
for the coming year, for these reflect the full effects of any 
economy measures taken last autumn, and yet disclose only 
a m:nor reduction on the estimates for the current year after 
including the £169 million for supplementaries. The true 
comparison, moreover, is not the one traditionally made in 
the official papers, which always quote the revised estimates 
for the previous year ; the only valid comparison is between 
original estimates, and after the bitter experience of the past 
two years, it is surely time that the official practice was 
altered. Qn this basis, adopted in the accompanying table, 
the bill for defence is expected in 1950-51 to be £21 million 
larger than it was at first expected to be in 1949-50 ; that for 
the civil departments is expected to be £120 million larger ; 
and for the revenue-collecting departments, £3,000,000 
larger. These Supply services, the estimates for which aggre- 
gate £2,917 million, are the only services for which official 
estimates will be available before Budget Day. The 1950-51 
estimates for the other “ above-line” services are unlikely, 
however, to differ much from those for 1949-50. If the 
Consolidated Fund services and the net charge for the Post 
Office are accordingly put at the £534 million they were 


expected to absorb in the current year, the grand total of 
“ ordinary ” expenditure for 1950-51 becomes approximately 
£3,450 million. 


* x * 


Ominous Expenditure 


If this total is compared with the revised estimate of 
total expenditure for the current year (£3,478 million), there 
is an apparent improvement of some £25 million. But, as 
already noted, the actual expenditure this year is likely to fall 
short of the revised provision, perhaps by as much as {100 
million. Indeed, if expenditure in the remaining four weeks 
were no greater than in the similar period of 1948-49 
(ignoring a special charge brought into the final account), this 
year’s shortfall below revised estimate would be £150 million. 
In other words, the Government is already expecting to spend 
in the coming year at least £50 million more, and perhaps 
£75-£100 million more, than is likely to be actually spent in 
the year now ending—and this in a period which takes full 
credit for the vaunted economy drive. Plainly, such 
economies as have been put in hand are far from sufficient 
even to keep pace with the so-called “ natural” growth of the 
cost of existing major services. Moreover, past experience 
suggests that it would be optimistic to suppose that these first 
expectations of spending will not in the end be surpassed by 
at least £100 million—unless the Government can be forced 
to make radical changes in its system of financial control. 

In one sense it is even regrettable that past inflation on the 
one hand, and fortuitous and special receipts on the other, 
have so strikingly inflated the Chancellor’s realised surplus. 
Even after allowing for the new supplementary estimates, the 
current year will close with a large “ above-line ” surplus: on 
the worst reckoning (i.e. assuming that expenditure reached 
the revised estimate) the surplus would be within a few 
millions of the budgeted £470 million, and is likely in fact 
to be appreciably above that figure. Net expenditure “ below 
the line ” seems likely to be about £500 million (it now stands 
at about £465 million, before taking credit for the {8,000,000 
gift from Australia ; and in the last four weeks of 1948-49 
£35 million net was spent). There is a good chance, there- 
fore, of a moderate “ overall” surplus before taking account 
of transfers to sinking fund. If the Chancellor is determined 
to resist pressure for retrenchment, this achievement may 
help him to do so. But he will need to indulge in some very 
fanciful estimating of revenue if he is to offer, on paper, 
any appreciable “overall” surplus for 1950-51. 


* * x 


* Moderation and Restraint ” 


The Stock Exchange this week has pursued its same 
course of dull uncertainty. The size of the supplementary 
estimates has shocked the gilt-edged market ; and the King’s 
speech, with its omission, as was expected, of any reference 
to nationalisation, has done nothing to help industrials. 
Financial policy and the tempo of Government spending 
seem likely to dominate the investment scene during this 
session of Parliament. The menace of rising expenditure 
assuredly calls for caution on the part of the investment 
community, not least by institutional investors. Uncertainties 
of a different kind arise from the challenge to the Govern- 
ment’s stabilisation policy, which seems on the point of 
breaking out openly. The upward surge of prices con- 


tinues, and is adding to the restiveness of many trade 
unions about the “wage freeze.” It will not be long, too, 
before complaint is heard from the unions that indus‘ry is 
“breaking its word” on dividend limitation. 
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Since the sop of compulsory dividend limitation has been 
denied to the unions by the result of the election, it is time 
to examine what commitments industry has assumed. Mr 
Eden, opening the general debate on the Address last 
Monday, suggested in response to an interjection that he 
was in favour of “dividend limitation” being continued. 
Industry has committed itself to something rather different 
from strict “limitation” and has undertaken to pursue 
“moderation and restraint” in dividend policy; pre- 
sumably Mr Eden was not intending to do more than lend 
support to that undertaking. The issue then turns on the 
interpretation which should be put upon the “ moderation 
and restraint” formula. 


It has not escaped the unions’ attention that, since the 
election, a greater number of companies (though still a 
moderate and restrained number) have interpreted the under- 
taking as being consistent with some increase in their 
ordinary dividends. Towards the end of last week, Leyland 
Motors, Hoover, and Doulton and Company increased their 
payments. There have been a handful of less spectacular 
cases this week. By those who regard “moderation and 
restraint” as synonymous with total fixity, such increases 
will be marked as reprehensible and put forward as com- 
plete justification, without benefit of further proof, for 
increased wages. A more balanced view of dividend policy 
would set increases of this kind in their proper context by 
examining how far they may contribute to inflationary pres- 
sure and how far they absorb finance which industry 
urgently needs for strengthening its own resources. The 
framework of judgment is given in the table below: — 


2,458 COMPANIES REPORTING IN 1949 


Previous Latest 

Year Year 

Ordinary dividends ({mn.)....... 109-5 109-1 
Total provisions to depreciation and 

other reserves ({mn.) .......... 277-0 327-0 


In a purely accounting sense, industry could “ afford” to 
pay considerably higher dividends. There are many com- 
panies, however, which are quite unable to contemplate 
increases in dividends (which they could otherwise easily 
pay) because they consider that their first duty is to supple- 
ment their internal resources to pay for new equipment or 
stocks. New investment of this kind is maintaining such 
high pressure on the financial resources of industry that it 
can be safely asserted that dividends would be most unlikely 
to rise very far or very fast, even if “limitation” were 
now to be regarded as a dead letter. 


* * * 


Stock Exchange Compensation Fund 


The Stock Exchange Council is establishing a fund to 
compensate members of the public who may, in the future, 
suffer as a result of any failure of members to meet their 
obligations. The matter has been in the mind of the Council 
for some time—indeed the Committee for General Purposes 
considered such a measure in 1932—and the present scheme 
is the result of an intensive examination begun in October, 
1948. Members will make an annual contribution of two 
guineas, the first contribution being in respect of the year 
commencing March 25th. This sum has been determined by 
reference to the average experience of defaults between 1932 
and 1939, a period in which the hammer was heard some 
twenty-seven times. On the basis of the present membership 
of rather less than four thousand brokers and jobbers, the 
fund’s income would be just over £8,000 a year. The 
Council has indicated that it will be prepared to consider 
making an advance to the fund if at any time its resources 
are insufficient to meet approved payments. The fund is to 
be created by trust deed ; it will be administered by the 
council, and its assets are to be held by independent custodian 
trustees, 


The fund is designed to cover losses which may arise under 
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four specific heads: claims arising out of payment made for 
securities not delivered ; claims arising out of securities 
delivered and not paid for ; claims arising out of money in 
the hands of a defaulter pending investment ; and claims 
arising Out of securities or money in the hands of a defaulter 
which have been improperly dealt with. The Council will 
maintain absolute discretion in granting or withholding 
payments and no member of the public will have a legal claim 
to any payment. Contributory negligence will be taken into 
account in deciding the merits of any particular claim but 
the council will not have regard to the financial position of 
any claimant. The proposal has enjoyed wide approval 
among members, who generally regard it as a valuable addi- 
tion to the safeguards offered to the public in dealing through 
the Stock Exchange. 


Industry and Labour 
Engineering Wages 


A proposal from the Amalgamated Engineering Union 
that a national ballot should be taken to determine whether 
strike action or arbitration should follow the rejection of the 
engineers’ claim for an increase of {1 a week was carried 
by the executive of the Confederation of Shipbuilding and 
Engineering Unions on Thursday. The majority of 624,000 
tO 519,000 was, however, unexpectedly narrow ; the AEU, the 
most influential member of the Confederation, was supported 
only by the Electrical Trades Union, the foundry workers, 
and a few small craft unions. 


The strongest opposition came from the two general 
workers’ unions, which would prefer to press for a reform 
of the wages structure and a basic minimum wage of £5 
a week. This, they contend, would be in line with Govern- 
ment and TUC policy ; and it would lighten the burdens 
of many engineering and shipbuilding workers now on the 
present low minimum rate of 92s. a week. They were sup- 
ported by most of the craft unions, which, for the first time 
in the Confederation’s history, refused to support the AEU 
on a major issue. 


In the national committee of the AEU the original proposal 
for the ballot was carried by 39 votes to 13, against the advice 
of the executive, which sought instead a government- 
sponsored inquiry into engineering profits. Such an inquiry 
would have had the effect of playing for time and might have 
produced some interesting results, even if these would not 
have been entirely the results which the unions would like 
to see. But the emphatic majority against this course seemed 
to suggest that discontent with wage stabilisation is wide- 
spread in the engineering industries. The alternative course 
to a strike ballot—reference of the claim to the National Arbi- 
tration Tribunal—is not popular. The AEU was among the 
unions which, at the Bridlington conference of the TUC, 
urged that compulsory arbitration should be terminated, and 
there is fairly widespread suspicion in the trade unions of 
undue Government pressure on “ independent” tribunals. 
But does this mean that the engineers will want strike 
action ? Probably not: any such action on a large scale would 
serve no purpose but to damage and discredit the industries 
concerned. In spite of the York decision, it is by no means 
certain that all the unions in the Confederation will carry 
out the ballot. 


* * * 


ECA and Oil Development 


The efforts of the Economic Co-operation Administra- 
tion to perform its task in Europe without appearing to 
damage any American commercial interest need to be 
watched with sympathy. They involve some nice steering, 
which becomes still more delicate with each success that is 
achieved in reducing the dependence of Europe on Ameri- 
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can supplies. On the whole, ECA has conducted its policy 
in a skilful and enlightened way in these narrow waters. 
But there are critical points at which firm decisions (which 
have to risk unpleasantness in one way or the other) cannot 
be avoided, and one such point has been reached over oil. 
This was shown by the statement submitted this week by 
Mr Hoffman, the ECA administrator, to a sub-committee of 
the House of Representatives in Washington. Mr Hoffman 
said that ECA was now withholding further finance for 
British oil company projects anywhere in the world until the 
present Anglo-American talks on the oil trade reach a 
successful outcome. 


Mr Hoffman’s statement goes further than anything that 
ECA has previously said on the subject. It is true that 
the great bulk of ECA allocations for the oil trade has been 
used to finance imports of refined petroleum products. The 
refinery projects, which require American equipment in 
varying proportions, have received a relatively small total 
of ailocations, and oilfield development outside Europe has 
had little or nothing from ECA. Thus the big expansion 
of crude oil production and of refining by British and 
British-Dutch companies in Venezuela and the Middle East 
has been financed, as to the dollar part of its cost, substan- 
tially with “ free ” dollars. 


Now that the refinery expansions of the “ sterling ” com- 
panies in Venezuela and Iran are nearly completed, the 
greater part of the expenditure still to be made is for two 
purposes: oilfield development overseas—that is, the getting 
and handling of crude oil in the British and British-Dutch 
concessions—and refining in Europe, including Britain. 
ECA has in general conceded that developments of this kind 
are necessary if Europe is not to depend on Marshall Aid 
for ever. But the large aggregate increase of capacity which 
they represent implies a threat to the traditional American 
share of the trade, and in some European projects (not those 
in which British interests are concerned) ECA has also been 
obliged to point out some blatant economic flaws. 


x 


Fer these reasons the petroleum equipment programme 
of ECA has from the start lagged behind the programme 
for financing the flow of refined products from dollar 
sources. What is to happen now ? ECA has appropriated 
dollars for two British refineries (Llandarcy and Shelihaven) 
and those appropriations are not to suffer. British com- 
panies are concerned in certain refinery projects on the 
Continent, and it has been explained that two of those also 
will be unaffected ; but there are more than two, and it does 
not seem to be known yet which are the lucky ones. It is 
worth noting that any aid for those projects would rank as 
aid not to Britain but to the countries in which the projects 
are to be carried out ; this part of the ECA embargo hits 
at the “sterling” companies, not the British internal 
economy. It is a queer measure to come out of the American 
objection to “ discrimination.” The continuing programme 
of “ sterling ” oil development overseas is the target at which 
the American action is really aimed. But this has managed 
without direct ECA aid so far. The American attitude 
seems to be that if dollars have to be saved, they must be 
saved on oilfield and refinery development rather than on 
refined products. It is not a thesis that will commend itself 
in London, where (it is reported) the talks with the American 
companies are to be resumed at the end of this month. 


* * * 


Utility Cotton Cloth Prices 


Action permitting manufacturers’ and distributors’ prices 
for utility cotton cloths to rise has at last been taken by the 
Board of Trade; orders were laid before Parliament this 
week. These orders, which take effect on March 13th and 
27th, allow increases for different materials which average 
about five per cent for curtain cloths and “just under 10 per 
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cent for the others.” They cover cotton piece goods, house- 
hold textiles, and handkerchiefs as well as curtain and 
upholstery cloths, together with “union” goods and certain 
linen goods ; but garments are excluded, and on these the 
Board of Trade policy is clearly to go slow: 

Any consequential increase in garment prices will be less— 
in many cases much less—than these cloth price increases. 
It will in fact be several months before garments made from 
the higher-priced fabrics reach the shops in any substantia! 
quantity. 

Government anxiety to keep the interim index of retail 
prices as stable as possible is easily understood, particularly 
in view of the anxieties about the future of the wages stabilisa- 
tion policy. But it is not at all clear how much good can be 
done by playing down and delaying price movements which 
have become inevitable. When the present increases were 
foreshadowed on December 2nd, the Board of Trade made 
clear its intention of aliowing prices to rise only “as and 
when substantial quantities of those goods made from raw 
material bought since devaluation were ready for sale by 
manufacturers.” This stage is now held to have been reached 
in cotton cloth, but not in the garments which are made from 
it. But it clearly does not arrive simultaneously for all 
manufacturers or for all merchandise, and the delay in 
meeting it (in such direct contrast to the policy of the 
Ministry of Supply about non-ferrous metal prices) compels 
the manufacturer to make good the loss of his real capita! 
out of his own pocket. Since the retail prices have been 
held rigid, the movement in raw material prices has made 
itself felt in another way, by causing deliveries of utility 
cloths to be held back. 


What is to happen now ? The Board of Trade announce- 
ment shows a tendency to cling to delusions of power which 
are surely becoming inappropriate: 

Careful watch is being kept upon the level of utility cotton 
supplies. It is the intention of the Board of Trade to ensure 
that these are maintained and that they should be increased 
as cotton cloth production rises. There is close contact with 
the Cotton Board and the cotton industry to this end... . 

But, if this intention is serious, no amount of careful watch 
will be as effective as the creation of less artificial and more 
flexible price conditions ; flexibility need not always work to 
the consumer’s disadvantage, nor does rigid control always 
help him to get what he wants at a price he can pay. 


It is worth noting the long time-lag between commodity 
price movements and the movements permitted in the price- 
controlled sector of the economy. Mid-American cotton rose 
from 23.5d. to 28.15d. on September 20th, and by three 
further stages to 30.15d. on January 5th. These are the 
increases which have been taken into account in the new price 
schedules. Since January 5th the price for the same cotton 
has risen to 31.65d., but no notice is yet permitted to be 
taken of this fact. It is tempting to wonder whether similar 
rigidities will be insisted upon when the course of raw 
material prices takes a downward turn; or is such 2 
possibility ruled out, these days ? 


® * * 


Gas Turbines in Cars 


_ The Rover Company’s demonstration of a gas turbine 
in a standard passenger chassis cannot be taken to mean 
that the engineering problems connected with the pro- 
duction of low-powered turbines have been solved. The 
company’s engineers have said that the vehicle is “a piece of 
test-bed apparatus and in consequence does not bear much 
resemblance to what the company has ultimately in mind for 
a motor car, either in power output, dimensions or weight.” 
Compared with the 2,000 brake horse power of the smaller 
gas turbine aero engines, the demonstration engine has been 
roughly assessed at 200 brake horse power, although it was 
demonstrated at only half this power. To scale down the 
power of a gas turbine in this way is a considerable feat, 
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though several firms have done it. The more difficult problem, 
so far unsolved, is to reduce the power still further without 
impairing the efficiency of the engine. The full power of the 
present engine would be appropriate for only the very 
heaviest road vehicles.. The more powerful production 
models of passenger cars, the Cadillac and Jaguar, have 160 
b.h.p., the Daimler straight eight has 150. The Austin Ago 
has 40 b.h.p., the Rover 75, the Vanguard 68, and the 
24 litre Riley has 100 b.h.p. 


The transmission of power from the turbine to the wheels 
is not believed to present serious mechanical prob‘ems ; 
several motor manufacturers, including the Austin Motor 
Company, have applied for patents for various methods. If 
the difficulties of further reduction of power can be overcome 
the main problems will then be to reduce the fuel consump- 
tion of the gas turbine, now far above that of a reciprocating 
engine, and find storage for the large quantity of fuel 
required. It may also prove hard to reconcile the high priced 
materials and craftsmanship which are necessary with an 
economic cost of production. 


* * * 


Industrial Power from Atomic Energy 


Professor M. L. Oliphant outlined the prospects of 
atomic energy as a source of power to industry in a lecture 
this week to the Royal Society of Arts. The following 
figures express the fundamental limits within which develop- 
ment is possible. Every pound of coal burned releases 3 to 4 
kilowatt hours of heat, which produce 1 kilowatt hour of 
electricity, two-thirds of the coal’s heat being wasted. One 
pound of uranium, fully utilised, provides as much heat 
as 1,500 tons of coal. The present price of uranium is 1,000 
times that of coal, and this “leaves a factor of about 3,000 
to cover the cost of converting the uranium to a form suit- 
able for use in a reactor and the greater cost of a nuclear 
reactor over a coal furnace.” Existing investment in the 
electricity generating industry would not, in general, need to 
be scrapped. The boilers, the generating equipment and the 
methods of distribution would remain as they are today, the 
only difference being that the coal furnace would be replaced 
by a nuclear reactor heating gas, water, or possibly liquid 
metal which would provide for the boilers the heat that is 
now obtained from coal. The boilers and the steam turbines 
might later be replaced by heat exchangers and gas turbines. 


The consumer would notice little difference, beyond the 
absence of coal or smoke. Professor Oliphant suggests that 
there would be fewer interruptions in electricity supplies, 
but this would seem questionable. Difficulties in meeting 
the full demand for electricity now arise from the shortage 
of generating plant, not from shortages of fuel If it 
is assumed that the heat from the nuclear reactor 
proved no dearer than that from coal (some scientists think 
that it would be too costly) then there should not be any 
difference in the price of electricity. The costs of generation 
and distribution, including capital costs, represent two- 
thirds of the price of electricity ; if coal were supplied free 
(Professor Oliphant remarked) prices would drop by less 
than 30 per cent. He argued, however, that “ complete 
electrification of the country” and the “abolition” of 
domestic heating by solid fuel would so increase the load 
factor that the cost of electricity would fall. This is, to 
put it mildly, an unproved argument ; a higher load factor 
depends on better spreading of the load rather than on a mere 
increase in the total amount of electricity consumed, and one 
advantage of the direct use of solid fuel is that it is indepen- 
dent of such consideration. Further, while the use of nuclear 
reactors would reduce the dependenice of electricity supply 
on the output of the mines, it would not reduce the high 
cost of generating plant or the delays of installation. When 
there is sufficient experience in the use of gas turbine 
generators to meet peak loads, the way to “ total ” electrifi- 
cation may be more clear. This is not a fuel problem. 
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Design Problems of Nuclear Reactors 


Professor Oliphant holds that power could be produced 
from atomic energy at an economic price, though not for 10 
or 15 years yet. The time taken will depend on the re- 
sources which are spared for industrial as distinct from 
military research. The problems are largely of a practical 
engineering kind. The technique of atomic fission is to alter 
the number of particles which form the nucleus of the 
atom. When an extra particle is added to the nucleus of 
atoms of uranium 23§ the nucleus splits into two smaller 
atoms, but certain particles are left at liberty. These loose 
particles reproduce the fission process in other atoms of 
U235 with which they may collide. The energy released 
by each fission is so great that one pound of U235 could 
provide 10 million kW of energy. A chain of such fissions 
can be started, and a nuclear reactor in its simplest form 
brings segments of U235 together to form a mass of materia! 
large enough to ensure a chain reaction, and separates them 
before the rate at which the fissions take place reaches a 
dangerous (i.e., explosive) frequency. Few materials are 
suitable for fission, and the best known of them, U235, is 
not only hard to separate from the non-fissile and plentiful 
U238, but occurs only as one part in every 140. It is here 
that the main engineering problem arises. 


A modified type of reactor makes it possible to cause 
fission in U235 atoms without separating them from U238. 
But this needs several hundred tons of uranium in its structure 
and hundreds or even thousands of tons of damping 
materials. The potential power output of such a reactor is 
1,000,000 kW, but such power cannot yet be achieved 
in practice. Uranium metal has to be shielded from the 
chemical action of the gas or water which is used for cool- 
ing, and the materials now used for protection corrode too 
easily to withstand the high temperatures at which the opera- 
tion ought to be carried out. The more serious problem is 
the low natural concentration of U235 in uranium metal, so 
that, after a number of fissions have taken place, there may 
not be enough U235 atoms left to provide for an adequate 
rate of fission. The problem of taking the highly radio- 
active uranium out of the pile, purifying it and re-charging 
it with U235, all by remote control, may be more than en- 
gineering ingenuity can solve. 


* 


The solution probably lies in developing “ breeder” re- 
actors. While some of the particles, once released, cause 
other fissions, others can be absorbed into certain stable 
materials which they thereupon render fissile. Such a pro- 
cess can change U238 by stages into a fissile material. By 
a more direct process it will convert a stable element’, 
thorium, into a third fissile form of uranium, U233, which 
does not occur naturally. The successful design of such a 
reactor depends on keeping it free of useless substances, and 
also in enabling the installation itself to resist the reactions 
taking place within. Two such reactors are being built in 
America ; their cost is heavy. When the initial design prob- 
lems are solved the further problem arises of disposing of 
the highly radio-active materials which will be the “ash ” 
of the nuclear reactors. Professor Oliphant suggested that 
the only safe method of disposal was deep underground 
Storage until they ceased to be radio-active. 


* x tt 


ICI Seeks American Outlet 


The ability of British companies to raise money in 
New York for extensive new operations in the United States 
is not often demonstrated nowadays. The offer which has 
been made by Imperial Chemical Industries for a controlling 
interest in the chemical manufacturing firm of Arnold, 
Hoffman and Company provides such a demonstration ; for 
this reason, and also because it expresses a decided intention 








es 
as 
ng 
ld, 
for 
on 





THE ECONOMIST, March 11, 1950 


to enter the American market on a much larger scale than 
before, it can fairly be taken as a cheerful portent. In effect, 
ICI is entering into chemical manufacture (particularly of 
dyestuffs and other synthetic organic chemicals) in the 
United States and, further, is acquiring a medium for the 
marketing in the United States of its British products. A 
letter from ICI to Arnold, Hoffman and Company, in which 
the offer was formally made, explained that the devaluation 
of sterling was one factor that influenced the decision. 
Presumably, therefore, it is now felt that a sufficient range 
of British chemical products has been brought down to 
competitive price levels to make a big export campaign 
worth while. 


* 


The American company operates chemical plants at 
Charlotte (North Carolina), Cincinnati (Ohio) and Dighton 
(Massachusetts). Its value to ICI lies, however, not only in 
these plants, but also in the ready-made marketing organisa- 
tion which it will provide, and no doubt the good price that 
has been offered expresses this fact: ICI considered, and 
turned down, the idea of building a new organisation in the 
United States from scratch. Arnold, Hoffman and Company 
was selected as most suitable for the purpose because of 
the nature of its production and its good financial record, 
and also because it is a keen and efficient firm. The inten- 
tion is that the existing management—no doubt with some 
reconstruction of the board to include ICI members—shall 
be kept in charge. 


The offer that has been made is handsome, and there 
seems no reason to doubt that the shareholders of the 
American firm (to whom the offer was being circulated 
this week) will choose to accept. Arnold, Hoffman and 
Company has an issued capital of $930,000 in common 
shares of $10, Its dividend has lately been at the annual 
rate of $1 a share. For these shares, ICI is offering $55. 
The offer extends to not less than two-thirds or more than 
70 per cent of the common stock. If the maximum number 
of shares is offered, ICI’s commitment will be to buy 65,100 
shares at $55 each; this would cost $3,580,500, and the 
Guaranty Trust Company of New York has agreed to lend 
the necessary dollars. When the offer has become effective, 
agreements are to be negotiated under which ICI will make 
available (in return for royalties and fees) its patents and 
processes for the production and use of dyestuffs, inter- 
mediates and certain other organic chemicals; and this 
technical collaboration may later be extended to other fields, 
so that the activities of the American firm will be broadened. 


* * x 


Radio and Television Sales 


Sales of radio and television receivers rose steadily 
during 1949, and output rose with them. The radio 
industry stimulated these sales by reducing prices—the 
average price of a radio receiver fell by between 13 and 15 
per cent between the autumn of 1947 and the autumn of 
1949—and by introducing new models. These new models 
were indeed often the means of reducing prices, since they 
dispensed with some refinements which had been keeping 
prices up. But there are limits to economies of this kind. 
Some manufacturers who exhibited low-priced models at 
the industry’s show in the autumn have found that the 
resulting reduction in quality was greater than they had 
anticipated. Rather than jeopardise their reputation, they 
have been obliged to revert to dearer sets. 


A more general rise in prices is facing the industry when 
the stocks of materials which were held before devaluation 
are exhausted. Some manufacturers have already felt the 
effect of this, but it is hard to tell how widely stocks of 
materials bought at the old prices are still being used. 
The full effects of devaluation will not appear in costs for 
some months yet. It is generally believed that the 
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cost of materials forms a relatively small part of the total 
cost of radio and television manufacture. But it is hardly 
possible to give exact proportions because, while some manu- 
facturers make all their own components, some only make 
a proportion and others buy them all from component manu- 
facturers. Some increases in costs can undoubtedly be 
absorbed by the methods already described. Longer runs 
can also lead to economies of production to offset rising 
material costs. Makers of television receivers have been 
able to bring down their prices as output rose. Manu- 
facturers are undoubtedly anxious to avoid any increase in 
prices which might restrict sales. The restriction of hire 
purchase finance has meant that while before the war 80 
per cent of the television receivers were sold on credit, 
76 per cent of the sales made in December 1949 were for 
cash. Retailers find that these restrictions fall heavily on the 
small shops, the larger ones having enough capital to make 
their own hire-purchase arrangements. 


PRODUCTION AND Disposat OF RADIO AND TELEVISION 
RECEIVERS IN BRITAIN IN 1949 
. —____—. cag kaiicanasike 
Radio Sets Television Sets 
aces o_o 

Total | For | a, lex o 

Production| Export { se Pretnetion — 

000's o00’s | dales* 000's Sales* 
BM iio cis i vnsegst | m4 | 22 | w-79 | 10-8 5-68 
POT cakcebssccsveee 98 | 26 8-65 10-9 4-79 
MON Ss cc pckes ko eacaas Me. i eb 8 1 ae 2-94 
MNS en eee coe Sig 100 25 | 12-48 9-6 4-50 
BR inn chins sadber aka 110 32 9-32 11-4 §-72 
SS ow Gin ga ee as Oe we 102 31 } 9-93 12-9 4-35 
NE i re ad ae as 18 } 9-48 10-2 4-63 
RDS cr os bes wane wees 106 22 11-71 13-8 6-71 
PUG. 6. vc dceccvcs 131 22 13-14 18-3 8-70 
CN rhb. iw ohene eae 120 21 16-72 27-7 11-77 
UE ons 5 oie cceacuec 139 22 15-84 38-0 11-89 
NINE SS cc's ow a wes 124 23 7-71 3%-5 13-18 

~* Index prepared by the Radio and Television Retailers’ Association to show average 


sales per retailer in England and Wales. 


Exports during the year were far less satisfactory than 
the table would suggest. The total value of radio sets 
exported (there is as yet no export of television receivers) 
was {3,635,981 in 1948, but because of import restrictions 
in overseas markets and the development of domestic radio 
industries there, exports fell in 1949 to £2,963,947. Against 
this, there were slight increases in the export of various 
categories of components. The value of radio transmitters 
and radio communication equipment exported rose from 
£2,700,000 to {3,200,000 in 1949 and the outlook for 
exports of this class is said to be promising. 


* * * 


Competition in Footwear 


The poorer trading experience of footwear companies 
in 1949 (shown in the table below) is underlined by the 
results of Lotus, whose report has been issued this week. 
The decline in this company’s consolidated trading profit 
from £783,236 to £681,914 accords with the fall recorded 
by most of the leading companies. William Timpson has 
provided an exception with a rise in profits from £649,281 
to £671,664. This result is reflected in the low yield of 
£5 3s. per cent on the §s. units at the current price of 
26s. 9d. ; yields on the ordinary units of other share com- 
panies mainly fall within the range of £6 10s. per cent 
to £7 10s. per cent. The preliminary statement of Upsons 
showed a reduction from {£907,839 to £833,913 in group 
profits before taxation and Saxone Shoe a similar decline in 
consolidated trading profit from {£586,361 to £524,849. 


Nearly all footwear companies can still show a comfortable 
earnings coverage for dividends; of the ten concerns 
analysed, only one—Bignalls—has reduced its dividend. 
In this case group earnings on the parent company’s ordinary 
capital dropped sharply from 70 per cent to 37.6 per cent 
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in the year to November 30, 1949. The cut in the dividend 
rate of W. J. Martin from 50 per cent to 40 per cent is a 
consequence of the free bonus issue made during the year ; 
the latest payment absorbed £28,875 compared with £27,500 
in 1947-48. 

The deterioration in the trading results of the industry 
has been clearly explained by the chairman of Lotus. This 


.company scored an all-time record in boot and shoe pro- 


Boot AND SHOE COMPANIES 
: l j 
Consolidated | 
lrading Ordinary Capital } 
Profit | 
Company and Latest | 
>hiare Year Consolidated Pai iLatest| Yield 
| aid Rita Tit haeeiah 
Denomination Ended Earnings Price |(Gross) 
Prev. ‘Latest Prev. ‘Latest! Prev. ‘Latest| | 
i Year | Year | Year | Year | Year | Year 
i 9000's $ 000's Y ae ee “ 
nalls { f} 2 6/11/49) 86 60 70-0 | 37-6 | 223 174 3/3 10-8 
tz 1/12/49 a 233 a a a 17} > 10} 7 
} 783 681 68-3 49-7 20 20 15/3 6-¢ 
Martin (W. Jf.)5 90/11/49 350 $20 =| 276-9'242-% 50d 40¢ (27/-xd 7-4 
Randall (H.E) £1. {31/12/49, 122 | 97 | 45-3 | 39 rl 15 | 15 | 3 8-6 
Sears & Co. 5/-. - 1,461 | 1,361 | 125-9) 124 224 | 224 |16/-xd} 7-1 
Timpson (Win) 5 ; 649 671 84-8 97-7 274 27) | 26/9} 5-1 
UU psor l ; 38 834 95-6 , 92-0 20 20 | £3 6-7 
Win Foot 273 2356 139-0 142-3) 50 7-1 
we 


1) | ate copipany )) Actual 12-32 per cent for period April 18, 1949-December 
31, 1949. (c) On capital before bonus issue d) Including 10 per cent bonus. (e) Interim 
of 15 per cent on smaller capital: final of 25 per cent on larger capital. (f) Parent 
(g) Actual, 


duction, but profit margins have been reduced. It suffered, 
like the rest of the trade, from rising prices of raw materials 
and increased labour costs. Utility goods had to be sold 
at or under the ceiling prices fixed by the Government. The 
backlog of stocks has been made good—the stocks of the 
Lotus group have risen from £922,318 to £1,168,061 
(debtors, reflecting perhaps less booming trade, are down 
from £374,925 to £301,560). The precaution has been 
taken of setting aside £100,000 as a trading reserve to meet 
a possible fall in the value of stocks. 


The growth of stocks and a more exacting demand have 
led to increased competition; uncertainty reigns about 
Governmental action on ceiling prices and profit margins ; 
post-devaluation increases in the price of raw materials— 
particularly of leather—have yet to be fully felt. Production 
is now generally in excess of current demand and more 
intense competition is expected in the industry. The general 
decline in profit noted in 1949 may be continued—and 
perhaps even accelerated—during the current year. 


Commodities and Finance 


Doubts about a Wool Scheme 


The Dominion wool conference which had been review- 
ing the operations of the Joint Organisation was adjourned 
last week to enable delegates to report to their governments. 
The conference had been sitting for five weeks, and most of 
its time was devoted to working out a marketing scheme for 
wool. The Study Group should really have dealt with this 
matter, but the dominion members of the Joint Organisation, 
having experienced the security of a reserve price system 
which was incorporated in the stock disposal scheme, were 
anxious to ensure some continuity in the event of the JO 
being wound up. The 10} million bales of wool which had 
accumulated at the end of the war had dwindled to a little 
over one million bales by last December, and if the current 
programme of offerings is fulfilled, the Joint Organisation’s 
stocks will amount to no more than half a million bales by 
the end of June. By that time the disposal of wartime stocks 
will have been completed. 


Australia, New Zealand and South Africa want to eliminate 
short-term fluctuations in wool prices which persisted before 
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the war. They have proposed a buffer stock scheme under 
which wool would be purchased by the controlling authority 
when market prices fell below the published reserve prices ; 
these stocks would be marketed when the price of wool was 
rising, thus damping down the more violent fluctuations. 
Such a scheme differs little from the JO scheme which is stil! 
in force. Both in 1948 and in 1949 wool prices fell very 
sharply in March and April, only to recover in the following 
month. Since January, wool prices, after reaching a peak, 
fell by nearly 20 per cent, then almost regained their peak 
level and have since fallen again. Clearly the JO scheme has 
been incapable of ironing out relatively violent price changes 
in the short period. 


Presumably by “ short-term fluctuations” the proponents 
of the scheme mean the movement of wool prices from 
season to season. A reserve price system could protect pro- 
ducers from sharp falls, but experience of the Joint Organisa- 
tion scheme has shown in the past that even when stocks are 
large it is not always possible to protect consumers from 
absurdly high prices. The scheme is not intended to include 
the South American wool producers. But if they were 
excluded they would still benefit from the general support 
given to the wool market through the restriction of offerings 
and they would also be able to undercut the dominion woo! 
growers in the United States, Canada and other markets 
where currency is no bar. Moreover, if a scheme of this 
sort were to fulfil its intention, it would support wool prices 
and encourage wool production, but it would also encourage 
the use of wool substitutes, thus involving the participating 
countries (including Britain) in the serious potential burden 
of carrying large stocks. Such a marketing scheme, what- 
ever its short-term advantages (and they are by no means 
certain) would almost certainly be against the long-term 
interests of the wool industry. 


* * * 


Extended Wheat Agreement ? 


Next Monday the International Wheat Council meets to 
consider, for the third time, whether Germany and Japan 
should come into the agreement. Britain, representing 
the importers, and the United States, representing the 
exporters, hold opposed views. The United States and 
Canada would welcome Germany and Japan in the scheme ; 
their arrival would add to the voices of consumers, but it 
would also provide larger guaranteed markets for the supply- 
ing countries. Germany and Japan would together take 100 
million bushels a year and the United States and Canada 
already agreed last week in Ottawa to increase their quotas by 
75 and 25 million bushels respectively to cover this 
prospective increase in sales. 


The prospective entrants however, would also be potential 
competitors for the small supplies of sterling wheat which are 
available under the agreement. As the largest wheat importer, 
Britain might therefore find itself involved in larger dollar 
expenditure to the United States and Canada. Australia, the 
main sterling supplier of wheat, has a guaranteed export o! 


only 80 million bushels a year and is at present unable to 
increase it. 


It is on this ground of dollar risk that Britain has opposed 
the entry of Germany and Japan into the agreement. At 
least it would agree to their entry only on condition that they 
would not be eligible to buy more than 5,000,000 bushels 3 
year from Australia. Australia appears to be opposed to 
Japan’s entry for political reasons, but otherwise would prefer 
to have an extra competitor for its exports. 


Britain’s proposal is one which, if accepted, would have 
far-reaching consequences. One of the main advantages 0! 
the international wheat agreement (and there are not many 
in all) lies in its being a multilateral contract. Importers can 
buy from any exporter provided the price is within the upper 
and lower limits fixed in the agreement. The British condi- 
tion would introduce a new bilateral element into the 
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Rayon for men 


Today, makers of men’s clothes rely more and more on rayon to give the 
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best modern cloth designs. There is rayon in your suits; it is often attractively 
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woven into tweeds, flannels, worsteds, and other textiles. Because of their 
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admirable comfort and wear, rayon linings have a wide popularity. And so 


too have rayon shirts, pyjamas, underwear and ties. The complete list is 
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very long, and all the time it grows. ionger still, as the strength, good 
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looks and versatility of rayon are approvingly noted in town and countryside. 


Courtaulds 


THE GREATEST NAME IN RAYON 
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Courtaulds Limited, 16 St. Martins-le-Grand, London, E.C.1. 
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z= Sy: “Some flying showers again. This morning we hauled the pinnace a Shore to examine her bottem, and had 
3 e Tom Sy the Satisfaction to find that not one worm hath touched it, notwithstanding she hath been in the water nearly 
(Ce, ain Goks, Journal as long as the Long Boat. This must be owing to the White Lead with which her bottom is painted.... 
\e I, 9, >a GE for no other reason can be assigned why the one should be preserved and the other destroyed, when they are 
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both built of the Same sort of Wood and have been in equal use. From this Circumstance alone the bottom 
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TWO CAPTAINS ON WHITE LEAD 


of all boats sent into Countrys where these worms are ought to be painted with White Lead...” 


“For many years I was Deputy Conservator of the Port of Rangoon and had under my charge four une 
attended light-ships. They were anchored off the mouth of the Rangoon River and were subject to rigorous 





From a letter to climatic changes and sea conditions... 


In March 1942 the Port fell to the Japs. At the time all our light-ships were on station, with the exception 
ASSOCIATED LEAD 


of one relief. In May 1945 I returned to Rangoon and it was evident that none of these craft had received 


MANUFACTURERS any paint attention during the Jap occupation but I found the /ead-painted decks as intact and in as good 
order as the day we left them and some had not been painted for four years.” 
September 3rd, . Yours faithfully, 
H. C. Granger-Brown, 
1949 Captain M.N 








ASSOCIATED LEAD MANUFACTURERS LIMITED 


SPECIALISTS IN THE MANUFACTURE OF WHITE LEAD, RED LEAD, AND LEAD PAINTS 


Ibex House, Minories, E.C.3 Crescent House, Lead Works Lane, 
LONDON NEWCASTLE CHESTER 


ASSOCIATED 
LEAD 


PRodUCTS 





558 


contract. If Germany and Japan were allowed to buy only 
from certain supplying countries the freedom of choice of 
other importers would also be limited and the grain trade 
would once more become narrowly prescribed by government- 
to-government dealings. 


* * x 


Trends in the Cotton Market 


Despite the prospect of heavier surpluses at the end of 
the current season, the world cotton market has become 
noticeably firmer in the past three months. The world crop 
is still forecast at 31 million bales and consumption at 28} 
million bales—yielding an increase in stocks of 2,500,000 
bales, most of which will be in the United States. The 
trend in prices since August for the main growths is shown 
in the accompanying table ; they are all quoted in American 
cents. American and Mexican middling 15/16 inch cotton 
‘ are mow dearer than they were immediately before devalua- 
tion of sterling whereas Brazilian and Pakistan medium 
staples have tended to cheapen. Egyptian Karnak, which has 
risen in the past three months, is still well below its pre- 
devaluation price, and this week it has been reduced by the 
Raw Cotton Commission, following the trend of prices in 
Alexandria, from 44.10d. to 42.10d. On the other hand, 
Ashmouni, an Egyptian cotton which to some extent can be 
substituted for American medium staples, has risen even 
in dollar terms. 


The cotton market has been supported by the recovery in 
industrial activity in the United States. Demand for cotton 
by the American textile industry has been firm, although 
the demand for finished products is none too promising. 
Moreover, throughout 1949 the use of cotton in the manu- 
facture of tyre fabrics has declined in favour of rayon—and 
this was once its most important outlet. Nevertheless, 
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course been assisted by Marshall aid, but consumption 
generally has shown no marked expansion. 

On balance, then, this upswing in American prices might 
prove to be temporary and if the existence of stocks is allowed 
to have any influence on the market, prices should be down 
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Wortp Cotton PRICES 
(U.S. Cents per pound) 

















i : : 
Pakistan, igypt 
Monthly US Mexico, | Brazil, 4-F Egypt, AL. Peru, 
Averages | Middling | Middling |SaoPauio| Punjab | Karnak | mouni | Tangies 
Hin. | Hin. | Type5 | (S.G) | Good | wood | Types 
j i j 
1949-50 
Aug. 31-04 | 22-22 | 32-25 | 31-68 | 64-77 | 43-00 | 37-45 
Sept. 29:98 | 23-08 | 33-19 | 29-15 = 38-57 38-70 
Oct. .... 29-61 | 23-67 | 32-25 | 26-71 | 43-90 | 36-08 | 36-66 
Nov... 29-78 | 23-80 | 31-58 | 27-65 | 44-12 | 39-75 | ~.. 
30-30 | 24-02 | 30-93 | 28-28 | 46-09 | “403 } 7 
Jan* 30-94t | 61 | 30-35 | 27-98 | 47-49 | | 
es ee Ss as aa ea Se 
* Average of 5 weeks + Average Jan. 1—Jan. 25, 1950. 


Source ; International Cotton Advisory Committee. 





to their support levels before the end of the season. American 
prices, in any case, are lower than they were twelve months 
ago. The strong demand for Egyptian Ashmouni cotton is 
understandable, since it is a substitute for certain American 
types and it can be bought with soft currency. Brazilian 
cotton—also a substitute for American—has, however, 
cheapened quite considerably since September. 


So far as British spinners are concerned, prices for most of 
the main types have risen steadily since devaluation. Ameri- 
can middling is now being sold by the Raw Cotton Commis- 
sion at 31.65d. a lb. against 23.50d. a Ib. at the end of August. 
Ashmouni has risen from 29.1§d. to 39.3§d. a Ib. and Karnak 
from 41.15d. to 44.10d though this week’s reduction brings 
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TEMPTATION 


Shadow their lives Gi "2 


Oo BOUND to spend nights in fishing ports away from home, 
deep sea fishermen face temptations made doubly strong by 
absence from their families. Deep Sea Mission Institutes in fishing ports 
help the fishermen by providing wholesome company and recreation, 
comfortable coffee bars, good accommodation at low prices — and 
deeply appreciated daily religious services . The Secretary 
receives donations gratefully, or will gladly om request send you 
full details of the Mission’s labour of love among the fishermen. 
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jt down to 42.10d. East and West African cottons as 
well as Brazilian types have also become dearer. The Raw 
Cotton Commission has at least kept its pledge to maintain 
its selling prices at replacement costs in the world market. 


x * * 


Swollen Food Stocks 


British food stocks have been built up to an extra- 
ordinary high level during the past twelve months as part 
of a deliberate policy to strengthen Britain’s bargaining power 
with supplying countries and perhaps to avoid part of the 
cost of devaluation. Since October, the Ministry of Food’s 
worry has no longer been one of securing adequate supplies 
to meet the rations, but of finding sufficient space to store 
them. Stocks of all foodstuffs have increased considerably 
during the year: wheat stocks are twice as heavy as tney 
were twelve months ago, bacon, cheese and butter have more 
than trebled and other food stocks (except sugar) are between 
25 and 50 per cent heavier. Stocks are also much larger than 
was customary before the war. Despite the increase in cold 
storage accommodation since 1939 the Ministry of Food has 
had to use this winter as many as fifteen refrigerated ships 
for additional storage of meat while it has also used 
three ordinary ships for grain. The direct cost of this 
floating storage space was well over £160,000 a month. 
The owners of the refrigerated ships had to be compensated 
for their loss of revenue and storage charges came to 70s. a 
ton a month compared with 27s. a ton for land storage. Two 
of the grain ships were old sailing barques—one the famous 
Pamir—waiting to be broken up. 

This policy of building up unnecessarily large stocks has 
proved not only costly but ineffectual. Despite the present 
overcrowding of warehouses—and they are so full thar, 
according to report, the Ministry of Food have asked 
Denmark to withhold shipments of bacon—Britain has at 
most only six weeks’ supply of most foods, apart possibly 
from wheat and sugar. It may be asked whether six weeks’ 
stock has much value as an argument to induce supplying 
countries to reduce their prices. 


When shipping is uncertain, the need to hold adequate 
stocks of food in this country is obvious, but shipping has 
now returned to normal conditions. Before the war stocks 
tended to be distributed fairly evenly throughout the 
distributive channels from producer to retailer. Now they 
are largely concentrated in the importers’ hands, Again, 
most of the food imported before the war went into the 
retail shops without being held in store ; importers were able 
to rely on regular arrivals. It now appears that, in order to 
satisfy the Ministry’s accounting requirements, imports must 
first be checked into a warehouse before delivery can be 
made to wholesalers. ast summer the British public saw 
only too clearly the result of such a system when eggs and 
bacon which had deteriorated in store were distributed on 
the ration, 


*x * x 


The Use of Government Cold Stores 


The root of the trouble is not insufficient storage space 
but a misconceived policy of distribution. Public cold storage 
capacity in the United Kingdom amounts to 41 million cubic 
feet, while the government-owned cold stores add a further 
16 million cubic feet. Even if government-owned storage 1s 
ignored, the amount of refrigerated space available is more 
than sufficient for Britain’s normal trading needs. A merchant 
before the war used the cold store as a means of “ hedging ” ; 
goods were only stored if the market moved contrary to 
expectations, The present system of keeping the stores filled 
to the roof is no doubt profitable for the compamies operating 
them, but it involves the country in considerable cost of 
double handling, deterioration, and physical waste. 
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The Government cold stores are all situated inland and 
at relatively inaccessible places, for strategic reasons. The 
commercial stores are situated mainly at the ports (and 
generally alongside wharves) and at centres of distribution. 
Goods sent to the Government stores have first to be 
unloaded at the docks, put on rail or road and then trans- 
ported inland. When the same goods have to be distributed, 
more often than not they are brought to wholesalers in 
London and then returned (sometimes to retailers in the same 
area as the Government stores), involving two unnecessary 
journeys, besides unnecessary handling and waste. 


These stores could, of course, be put on a care and main. 
tenance basis so that they could be used in case of need. 
To attempt to fit them into a distributive system which has 
its focal point at London and subsidiary centres at the other 
main ports is open to serious question. . If stocks were 
at their prewar level, these stores need not be used. 
The annual cost of the Ministry of Food would be consider- 
ably reduced, while the quality of food received by the public 
would be enhanced. 


* * * 


Sterling Payment Restrictions 


Every step forward in the relaxation of sterling exchange 
control has recently been accompanied by two steps back. 
Reference was made in The Economist last week to the 
compulsion placed on banks in this country to use imme- 
diately, by direct transfer to another authorised account, 
any transferable sterling they receive; otherwise, the 
sterling in question will lose its character of transfer- 
ability. The question has arisen as a result of a notice sent 
last month by the Bank of England to the Foreign Exchange 
Committee advising banks that “ sterling payments from a 
transferable account of one country to another transferable 
account may be made only by direct transfer and may not 
be passed to accounts not so designated.” It appears to 
have been the practice of certain London banks in the past 
to hold in suspense accounts for periods of some days sterling 
received from transferable accounts pending instructions 
from the payee (who had no transferable account) as to the 
destination of these funds. Even this measure of elasticity 
in the treatment of transferable sterling is not permissible. 
Admittedly, it is difficult for the exchange control here and 
in other countries concerned to keep continuous check of 
transferable sterling if, in the course of its peregrinations, it 
finds a temporary halting place in a suspense account. But 
this is no justification for placing restrictions on the inter- 
national use of sterling at a time when such loud claims are 
made for it as the currency which ought to do all the work 
of the proposed European Payments Union and much else 
besides. 


Another instance of the one-forward, two-backward pro- 
gression is in the circular which has been sent to the Foreign 
Exchange Committee regarding the “concessions” on 
restrictions of capital that may be withdrawn from this 
country by emigrants. One surprising fact which emerges 
from this circular is that as from March 20, 1950, British 
emigrants, though they will for four years retain the status 
of British residents for purposes of Foreign Exchange Con- 
trol, will no longer be allowed to use their sterling assets 
to make payments in this country or to other scheduled 
territories. Such sterling can be used only for investment 
in sterling securities having not less than ten years to run. 
Although not so stated in the “ guide,” some relaxations 
will probably be extended to emigrants allowing them to 
use their sterling resources to pay taxes (a kindly gesture), 
to pay insurance premiums, to meet regular personal remit- 
tances of compassionate character and, up to a reasonable 
figure, to meet their current expenditure when on visits to 
Britain. It would be interesting to know where these nails 
for the coffin of sterling as an international currency are 
being forged. 
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New Payments Pact with Switzerland 


Full details of the new trade and payments agreement 
with Switzerland have yet to be released, but present indica- 
tions suggest that the existing pact will be extended without 
substantial change. This would mean that Britain would 


still have to pay gold when Swiss-held sterling reached {15 


million, but that Switzerland would not receive an exchange 
guarantee on the balances held in London on September 18th 
—or, indeed, any guarantee against future changes in 
exchange rates. Although Anglo-Swiss payments have been 
more nearly in balance since the devaluation—there have 
been no gold settlements for four months—it would be 
optimistic to assume that the relief from the gold drain is 
yet more than temporary. The causes of disequilibrium in 
Anglo-Swiss payments persist. Since the war the principle 
on which British negotiators with Switzerland have worked 
is that Britain’s visible trade surplus with Switzerland should 
be sufficient to sustain the adverse trade balance of the 
other sterling countries and the adverse financial balance 
of all the sterling area ; but in practice Britain’s trade receipts 
are never quite enough. Now Germany is focusing its 
export efforts more than ever on the Swiss market. Indeed, 
in the face of German competition, it is hard to believe 
that Britain can maintain its present foothold. 


In one way and another trade plans have never come up 
to estimates despite Swiss efforts to promote sterling impors. 
Since the war over £25 million in gold has been lost to 
Switzerland. Britain therefore has no alternative but to 
continue restrictions on non-essential imports from Switzer- 
land and must accordingly continue to ration tourist expendi- 
ture. The new tourist quota for 1950-51 announced in 
Parliament by Mr Gaitskell as this issue goes to press 
limits holiday expenditure in Switzerland to {5,700,000 in 
the twelve months from May 1st. Holiday travellers to 
Switzerland—or, indeed, to any other country outside 
Scandinavia—will again be rationed to spending not more 
than {£50 each in the coming year. The indignation of 
the Swiss at the alleged discrimination in favour of the 
Scandinavian countries has died down—it has been allayed 
by the argument that people who would go to Switzerland 
if they were allowed to spend more than {50 will not 
generally seek instead the totally different attractions of 
Scandinavia merely because there is virtually no limit upon 
what they may spend there. 


* * * 


Mexican Railway Assented 


The Mexican Government’s proposals of 1946 for the 
resumption of partial service on the National Railways of 
Mexico bonds became operative last Friday. Holders of 
more than the required minimum of §5 per cent of the 
bonds have assented to one or other of the alternative plans ; 
no further details have been given. Bondholders had the 
option of accepting, under plan “A,” a drastic reduction 
in the face value of their bonds, coupled with a resumption 
of modified interest payments and a small sinking fund, or 
of forgoing, under plan “ B,” all future interest in favour 
of a redemption programme that will repay all “ B ” assented 
bonds by 1975. Under plan “A,” interest works out 
at an average rate of 4.35 per cent per annum (plus a 
cumulative sinking fund of 1.78 per cent), calculated on the 
face value of the bonds after reduction by 80 per cent to 
one peso for each dollar. Redemption under plan “B” will 
be carried out by drawings or purchases in the market. The 
compensation for getting little at first under this alternative 
is the prospect of annual increases in redemption payments. 
Under either plan bondholders will receive $8.70 gross per 
— nominal in respect of interest arrears from 1923 to 
1946. 


When dealings in the assented bonds opened in London 
and New York on Monday, prices remained virtually un- 
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changed. Reports. from New York suggest that ten times 
as many bonds have been assented under plan “ A” as under 
plan “B,” the alternative more widely favoured here. The 
“A” scheme suits American investors better for taxation 
reasons. In this country the capital redemption alternative 
should yield better profit. But it remains to be proved, what- 
ever option is chosen, whether the new mood in Mexico wi!| 
Stay its full course to final redemption, whether of railway 
bonds, government securities, or Mexican Eagle annuities, — 


Shorter Notes 


The International Monetary Fund decided last week to 
reduce the proportion of its sterling funds which is held in 
cash at the Bank of England from 10 per cent to 1 per cent 
and to increase correspondingly the proportion held in special 
interest-free notes of the British Treasury. This adjustment 
was reflected in the Exchequer Return in an increase of 
roughly £42 million in receipts from “ Other Debt—Internal ” 
and in the Bank Return in a corresponding reduction in 
“ private ” deposits. 

* 


A shipment of 8,000 tons of Welsh anthracite, the first 
to the United States since the war, arrived in Boston last 
week. Two smaller shipments are still to be delivered. 
Although the anthracite can be sold at a competitive price 
on the eastern seaboard, this is not likely to mark a general 
resumption of the prewar export of anthracite to America 
because supplies are far short of demand. Last year a total 
of just under one million tons was exported, most of it to 
western Eurove. Nearly 306.000 tons were sent to Canada, 
and it is hoped this year to increase Canadian imports to 
between 400,000 and 450,000 tons. 


* 


The government broker, Sir Edward Cripps, is to retire 
on April 5th. He will be succeeded by Mr W. J. H. de Wette 


Mullens, who will also become senior partner of Mullens and 
Co. on that date. 
* 


_ The Abbey National Building Society set up new records 
in its centennial year. At the end of December, 1949, 
the number of share investors reached 372,110 (359,182 a 
year earlier), depositors numbered 19,228 (20,756) and 
borrowers 130,368 (122,608). Applications completed for 
advances during 1949 were {28,139,831 (£21,947,805). 
Total assets reached {103,899,956 ({£87,889,266) of which 
£12,763,402 ({10,171,017) represented trustee securities, 
Tax Reserve Certificates and cash. The amount outstanding 
on mortgages at December 31, 1949, was {90,191,554 
(£76,221,526). 
* 

The Ministry of Fuel and Power has decided to permit 
the negotiation of long-term contracts for the supply of 
petroleum products. Such contracts have hitherto (since 
the wartime control was instituted) been limited to one 
month ; the drawbacks of this restriction were discussed on 
page 503 of The Economist last week. The restriction is 
now removed, though it is stipulated that a suitable force 
majeure clause shall be incorporated in each contract and 
that, in order to meet the requirements of the import 
licensing system, all contracts shall be subject to one month’s 
notice. 

* 


British output of steel ingots and castings last month 
attained a weekly average of 325,000 tons. This is equivalent 
to an annual rate of output of 16.9 million tons and is the 
highest level recorded in any month. The previous best 
month’s performance was an annual rate of 16.4 million 
tons in 1949. Average weekly output of pig iron in 


February was 184,400 tons ; this was slightly less than in 
January. 
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THE NATIONAL BANK OF INDIA, LIMITED 


Registered in London under the Companies Act of 1862 on the 23rd March, 1866. 


ESTABLISHED IN CALCUTTA, 29th SEPTEMBER, 1363. 
Subscribed Capital  ...... £4,562,500 


























Reserve Funds ... £3,500,000 
Paid-up Capital ... pap £2,281,250 Number of Shareholders 3,047 
HEAD OFFICE 26, BISHOPSGATE, LONDON, E.C.2 
BALANCE SHEET, 31st DECEMBER, 1949 
1948 1948 
CAPITAL— . £ £ £ CURRENT ASSETS— £ £ £ 
Authorised and Subseribed— Cash on Hand, at Call and 
182,500 Shares of £25each 4,562,500 4,000,000 Short Notice, and at 
as waren Bankers Co ee 18,111,335 12,849,228 
Paid-up, £12 10s, per Share 2,281,250 2,000,000 Investments at under Mar- 
RESERVE FUNDS— _ ket Value :— 
Including Share Premium British Government and 
Account £1,128,750 +e 3,500,000 2,750,000 other Securities quoted 
(1948 £600,000) on the London Stock 
PROFIT AND LOSS Exchange _—_ (including 
ACCOUNT— £500,000 War Loan 
Profit unappropriated —... 279,906 276,156 lodged with Bank of 
SaaS Se England as security for 
6,061,156 §,026,156 Government Accounts) 14,166,845 16,818,146 
CURRENT LIABILITIES, Indian, Pakistan and Cey- 
PROVISIONS : AND lon Government Rupee 
OTHER ACCOUNTS— Securities quoted on 
Current and other Accounts, Overseas Stock Ex- 
including provision for changes 7,727,100 8,793,171 
Doubtful Debts, Taxation — i See? 
. East African Government 
on profits to date and ' Securities amounting to 
reserves for contingencies 69,309,779 62,918,757 £2,156,630 and other 
Fixed and Short Deposits... 14,955,459 12,428,592 unquoted Investments 2,235,697 2,245,361 
Amounts due to Subsidiary — — 24,129,642 
Companies eee -- 1,202,203 475,000 Bills of Exchange, including 
Bills Payable =... =... 1,286,556 1,318,242 Treasury Bills... + 8,864,502 7,423,124 
Acceptances for Customers 56,979 451,359 Advances, Loans Receivable 
es ie and other sums due to the 
Proposed Final Dividend Bank ee 39,745,907 32,674,825 
less Income Tax (subject a a : 
to confirmation by the Customers for Acceptances as ge 
Members) —_ ois 100,375 88,000 per Contra as ea 56,979 451,359 
—— 86,911,351 insane tin 


Total Current Assets 


SUBSIDIARY COMPANIES— 
Shares at cost less amounts 


90,908,365 81,255,214 


written off 1,450,000 900,000 
FIXED ASSETS— 
Bank Premises, Property 
and Furniture at cost, less 
amounts written off ote 614,142 550,892 


£92,972,507 £82,706, 106 £92,972,507 £82,706,106 








NOTES: 

1. Bills receivable rediscounted £5,152,213 of which 
+ to 27th February, 1950, £2,918,716 have run 
off, 

. Forward contracts outstanding for the purchase 
and sale of Bills and Telegraphic Transfers 
£56,026,610., 

. Liabilities have been incurred in respect of build- 
ing contracts for new premises amounting to 
approximately £130,000, 

There are contingent liabilities in respect of con- 
firmed credits outstanding amounting to 
£6,873,072, 

5. There are contingent liabilities in respect of 
guarantees entered into in the ordinary course 
of business, 

». Overseas Assets and Liabilities have been con- 
verted at the rate of 1/6d. per Indian Rupee, 
2/2d. per Pakistan Rupee and £1 per 20 t 
African Shillings, and other currencies at the 
rates of exchange ruling on 31st December, 1949. 


ro 


a 


T. T. K. ALLAN, General Manager. 
D. A. DEELEY, Accountant. 


ma 


J. K. MICHIE 
A. N. STUART Directors. 
GEORGE MORTON 











REPORT OF THE AUDITORS TO THE MEMBERS. 


fe nd explanations which to the best of our knowledge and belief were necessary for the purposes of our audit. In our 
tpindnn. ponte nae a eo ce by the Bank so far as appears from our examination of those books and proper Returns adequate for the purposes of 
our audit have been received from Branches not visited by us. We have examined the above Balance Sheet which is in agreement with the books of account and 
Keturns. in our opinion and to the best of our information and according to the explanations given to us the said Balance Sheet gives the information required by 
the Companies Act, 1948, in the manner thereby authorised for Banking Companies and on such basis the Balance Sheet gives a true and fair view of the state of the 
Bank’s affairs as at 3ist December, 1949. 


; ined anne Sheet and Consolidated Profit and Loss Account of the Bank and its Subsidiaries dealt with thereby 
with tee anieee eae of ioe eee Pete eiaton each Consolidated Balance Sheet and Consolidated Profit and Loss Account have been properly 
repaced from such accounts in accordance with the provisions of the Companies Act, 1948, in the manner thereby authorised for Banking Companies and, on this 
Sole give a true and fair view of the state of affairs of the Bank and its Subsidiaries dealt with thereby so far as concerns members of The National Bank of India, 
Limited and so far as is practicable having regard to the fact that the accounts of one Subsidiary are made up to a different date from those of The National Bank 

Limited. 


1, COOPER BROTHERS & CO. 
W. A. BROWNE & CO. 
London, tat March, 1950. Chartered Accountants. 


\ Auditors. 
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COMPANY MEETINGS 


THE NATIONAL BANK OF 
INDIA, LIMITED 


INCREASED NET PROFIT 
MR J. K. MICHIE’S STATEMENT 


The annual general meeting of The 
National Bank of India, Limited, will be held 
in London on March 28th. 

The following is an extract from the state- 
ment of the chairman, Mr J. K. Michie, 
circulated with the report and accounts for 
the year to December 31, 1949:— 

The balance sheet total at £92,972,507 
shows an increase on the previous figure of 
just over £10 million. Current accounts 
and deposits have risen by about £9,000,000 ; 
on the other side, advances have gone up by 
£7,000,000 and cash by over £5,000,000, 
while investments have fallen by just under 
£4,000,000. Investments had to be realised 
when advances reached a high level in 1949. 
This expansion is due in part to Pakistan 
balances being valued at the new rate of 
exchange of 2s. 2d. to the rupee. 


ANOTHER SATISFACTORY YEAR 


After making full provision for taxation, 
bad debts and other necessary reservations 
net profits are £593,750 against £523,950 for 
1948. This larger figure is partly accounted 
for by dividends received from Grindlays 
Bank Limited, but is also a reflection of an 
increased business, and we have to thank 
the management and staff for another very 
satisfactory year. 

The increase in our capital requires a 
larger sum to cover dividends, while con- 
siderable expenditure incurred and in pro- 
spect has made it advisable to allot £50,000 
to premises account against £30,000 last 
year. We are again able to place £100,000 
to reserve fund, and this, coupled with the 
sum of £121,250 transferred from inner 
reserves previously made and no longer 
required, brings our published reserve funds 
to the satisfactory total of £3,500,000, apart 
from the carry forward, which is slightly 
increased at £279,906. 

We are steadily increasing the strength of 
our overseas staff and so gradually making 
possible expansions of our banking services 
in the interests of our clients and our share- 
holders. 


COMMERCIAL ADVANCES 


Last year I mentioned the large volume of 
our commercial advances and some of the 
causes. These factors persisted throughout 
1949 ; production costs, thovgh tending to 
stabilise, remain high and capital markets, 
where they exist, need very considerable in- 
ducement, showing that Central Bank rates 
are no longer the dominating criterion of 
money values. On the other hand, the de- 
valuation by the sterling area (excepting 
Pakistan) in September last—which was in 
fact a recognition of an inflationary situa- 
tion—has brought relief to primary pro- 
ducers in India, Ceylon and East Africa. 

Unfortunately, the different policies 
followed by India and Pakistan in regard 
to their exchanges have had consequences 
inimical to the economies of both countries, 
and as I write five months after the 
announcement of devaluation no rate of ex- 
change between the Indian and Pakistan 
rupees has been agreed by these countries, 
whose principal trade has always been and 
should be with each other. Apart from 
transactions covered at unofficial rates of 
exchange there is therefore no trade passing 
between the two countries. 


POSITION IN PAKISTAN 


One result is that the Government of 
Pakistan is being forced to fimance its jute 
crop pending export, while Calcutta mills 
wonder where their raw material will come 


from; another that Bombay Cotton Mills 
buy cotton for dollars from the U.S.A, 
while from Karachi, which is virtually next 
door, cotton is being shipped to distant 
markets. I have littke doubt that the states- 
men in both countries are tackling the prob- 
lem of reaching a working understanding, 
for they know far better than any onlooker 
can that failure to reach one will entail 
consequences that cannot be confined to 
economics alone. 

A brighter portent is that Pakistan has 
just taken the necessary preliminary steps to 
becoming a member cf the International 
Monetary Fund and the International Bank 
for Reconstruction and Development. This 
means that the exchange value of her cur- 
rency will have to be agreed by the Inter- 
national Monetary Fund and when that 
happens it is logical to expect that this will 
enable normal trade relations between India 
and Pakistan to be resumed. 

In the circumstances I have described it 
was inevitable that Pakistan would have a 
difficult year, but at time of writing her 
markets show more stability. One of her 
principal needs is a more rapid development 
of the port of Chittagong, through which 
an increasing volume of trade must pass. 
Naturally, non-devaluation has meant a fall 
in the internal prices of her principal ex- 
ports, of which perhaps the most vulnerable 
Is tea. 

Banking, perhaps overseas banking par- 
ticularly, continues to be presented with 
problems the responsibility for which lies 
in other hands. Assuming that “the state” 
is not to be the sole purveyor of capital 
in the future, a reduction in direct taxa- 
tion would be a tremendous encouragement. 
Failing such action I can foresee a consider- 
able further pericd of stalemate and eco- 
nomic stagnation. It is most encouraging 
to see India giving a lead in this in- 
lightened policy. 





MERCANTILE BANK OF 
INDIA, LIMITED 


FURTHER EXPANSION 


SIR CHARLES INNES ON FAR 
EASTERN CONDITIONS 


The fifty-seventh annual general meeting of 
The Mercantile Bank of India, Limited, will 
be held at Winchester House, Old Broad 
Street, London, E.C., on March 30th. 

The following are extracts from the state- 
ment of the chairman, Sir Charles A. Innes, 
K.C.S.L, C.LE., circulated with the report 
and accounts for the year to December 31, 
1949 : — 

The accounts show that in 1949 the busi- 
ness of the bank continued to expand, the 
balance sheet total being £54 million, com- 
pared with £49} million in 1948. The in- 
crease is due to a rise in deposits, which 
now stand at nearly £50 million, or £4,500,000 
in excess of the previous year’s figure. 
On the assets side, cash is up by £2,200,000 
and investments at £14,055,552 are about the 
same. There has been an expansion in bills 
and loans and advances and they total £27 
million, nearly £2,200,000 more than in 

The profit works out at £191,805, 
and we are maintaining the dividend at 12 
per cent., less tax. 

There has been a heavy fall in the values 
of gilt-edged securities in the Stock Exchange 
during the past year. Fortunately, most of 
the securities in our portfolio are short dated 
securities and though there has some 
ee = market — is still in 
excess the value at which the iti 
stand in our books. meee 
_ We have maintained our policy of extend- 
ing the operations of the bank. Last year 
we opened a new branch in Chittagong. This 


year we have opened branches i 
and Osaka in Japan. ne 
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TRADE HAMPERED 


The pattern of international trade con- 
tinued in 1949 to be distorted by the exchanve 
and other controls which many countrie< 
found it necessary to maintain or impose 
and there were also signs that market condi- 
tions were beginning to turn in favour of 
the buyer. Nevertheless, as the figures show 
the bank continued to prosper, and except 
in such places as Shanghai, our branches 
did good business. 

Perhaps the most important immediate 
effect of the devaluation of sterling from the 
bank’s point of view was that it sent up the 
sterling price of rubber and tin and thereby 
benefited not only the industries themselves, 
but also the economy of Malaya. The in- 
crease in the rubber price also helped Ceylon. 
It is too early to say what effect devaluation 
will have on internal prices in the countries 
which adopted this device. It should also 
be remembered that inflationary trends stil! 
persist in most of the countries in which we 
have branches. Inflation increases both 
profits and expenses, and the danger is that 
when trade begins to recede, the profits will 
diminish, but not the expenses. 

As regards the future, I think it necessary 
to remind you that the background agains: 
which we work in the East is in some respects 
a sombre one. A disquieting feature is the 
worsening relations between India and 
Pakistan. The Kashmir problem still re- 
mains unsolved, despite the efforts of the 
United Nations. 


INDIA’S PROGRESS 


The progress made by India since partition 
has been remarkable. e€ new constitution 
has been framed and on January 26th last 
India became an independent Republic, 
though at the same time she decided to re- 
main within the Commonwealth. Good work 
has been done in the rapid integration into 
India of the territories formerly under Indian 
State rule, firm action has been taken against 
the Communist menace, and a pleasing result 
of India’s new political status is the very 
cordial relations between Indians and the 
British business community. In some 
respects, too, the economic situation is better 
than it was in 1948. 

In Pakistan, the Government were faced 
with an even more difficult task than India 
when partition took place. They had to 
establish themselves in a new capital and to 
organize from the very foundations all the 
complicated machinery of a Central Govern- 
ment. It is no exaggeration to say that they 
have done a wonderful job. 


OTHER COUNTRIES 


The political situation in Burma showed 
no improvement. Ceylon and Mauritius both 
enjoyed a year of peace and prosperity. In 
Thailand there was a good deal of political 
unrest and the political situation remains 
obscure, but economically the country is 
prosperous. 

The trade figures for 1949 for Malaya 
showed an improvement on those of the 
previous year, but there were signs of a re- 
cession of trade in the spring and summer. 

Hongkong has experienced another year of 
great prosperity. re are two great ques- 
tion marks in regard to the future of Hong- 
kong, namely: (1) What will be the attitude 
of the Chinese Communists towards the 
colony? and (2) How will its prosperity be 
affected if Shanghai ever recovers its former 
position as a great centre of trade and in- 
dustry? I do not propose to indulge in any 
prophecy, but it is worth noticing that the 

usiness community in Hongkong takes an 
optimistic view in to both questions. 
I have little to say about Shanghai. Like 
all British concerns, we have reduced our 
staff there to a minimum, and the branch is 
doing little business. The Communists have 
been no more successful than the Nationalists 
in maintaining the value of the currency and 
import and export trade has been reduced 
to a mere trickle. 
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THOMAS TILLING LIMITED 


RE-INVESTMENT OF RESOURCES 


MR W. LIONEL FRASER’S STATEMENT 


The fifty-third annual general meeting of 
Thomas Tilling Limited will be held in 
London on March 28th. 


The following is a summary of the review 
by the chairman, Mr W. Lionel Fraser, 
C.M.G., circulated with the report and 
accounts for the year to 3lst December, 
1949: — 


The accounts now presented to you reflect 
the major changes which have’ taken place 
as a result of the sale to the British Transport 
Commission of the company’s interests in 
passenger road transport and road haulage 
undertakings. 


The profit and loss account shows that 
the profit for the year before taxation was 
£361,619. This includes £154,500 in respect 
of interest from January lst to March 31, 
1949, on the £20,600,000 British Transport 
3 per cent. guaranteed stock 1968-73, which 
was distributed to stockholders on April 1, 
1949. Without this non-recurring income 
the profit for the year would have been 
£207,119, which approximately accords with 
the forecast made by the late chairman in 
his statement to stockholders on November 
8, 1948. After deducting taxation of 
£195,000 on the profit of the year, and 
adding the amount of £266,849 brought for- 
ward from the previous year, the balance 
standing to credit of profit and loss account 
is £433,468. The preference dividend, less 
tax, for the year required £9,075, and the 
directors now recommend that a dividend of 
S per cent., less tax, be paid on the ordinary 
stock, absorbing £113,300, and that £69,407 
be transferred to general reserve. This wil] 
leave £241,686 to be carried forward to 
next year. 


SUBSIDIARY COMPANIES 


The balance sheet shows that our holdings 
in subsidiary companies have increased by 
over £150,000, due largely to the fact that 
we have during the year acquired on satis- 
factory terms the balance of the issued share 
capital of Daimler Hire Limited, and of Strat- 
stone Limited, in which companies we pre- 
viously held a 75 per cent. and a 914 per 
cent. interest respectively. These companies 
have vigorous and progressive managements, 
and despite difficult conditions, both ‘have 
achieved successful results for the past year. 
Daimler Hire Limited, is embarking upon 
considerable expansion, especially as regards 
its drive-yourself service. 


The results of the Cornhill Insurance Com- 
pany Limited are shown by way of a state- 
ment annexed to the balance sheet, but up to 
the end of 1948 only. You will be pleased to 
know that this company had a 1ecord year 
im 1948, and from the preliminary figures 
now available, there is little reason to doubt 
that the results for 1949 will be equally 
satisfactory. This is a fine performance. 


The figure for loans to subsidiaries has 
also increased, the whole of this being repre- 
Sented by further loans to the Troy Group 
of building and contracting companies to 
enable them to finance their increasing 
activities. We have been very conservative 
in drawing up the accounts of this Group 
for the past year, and although conditions in 
the building trade have not become easier, 
We remain confident that the reconstruction 
and development policy being pursued will 
yield good results in the future. 


SUBSTANTIAL ACQUISITIONS 


I would draw your attention to the item 
associated companies, for we have during 
the year acquired substantial holdings in two 
further companies. The first of these, British 
Steam Specialties Limited, is an old-estab- 
lished company principally engaged in the 
manufacture and distribution of bronze and 
iron valves, also a wide range of pipe line 
ancillary equipment with many applications 
for gas, steam, air, water afd oil services. 
It is a company with a steady history of 
development, a good profit record, and with 
sound prospects for the future. The other 
company, E. R. Holloway Limited, specialises 
in the production of plastic powders and 
the manufacture of combs and similar pro- 
ducts. It is a comparatively small business, 
but very up to date and well managed. 
Our small investment in the Westpool In- 
vestment Trust is also included under the 
heading of associated companies. 


We have made only small changes in our 
holdings of quoted investments, which are 
mainly composed of high-class equities. 
Should a favourable opportunity offer itself 
one of these days for further re-investment 
in industry, or should we need funds for our 
existing subsidiaries or associated companies, 
we should not hesitate to dispose of such of 
these securities as we thought fit. 


It might be opportune at this juncture to 
make some reference to an important event 
which has taken place since the date of the 
balance sheet. As has already been an- 
nounced in the press, we have recently 
completed the purchase from Pilkington 
Brothers Limited of a 60 per cent. interest 
in James A. Jobling & Company Limited, 
manufacturers of the well-known “ Pyrex” 
overware and laboratory, industrial and light- 
ing glassware. This is now cur largest sub- 
sidiary and will, I feel sure, prove to be an 
interesting acquisition. 


BOARD'S POLICY 


Before dealing with the question of our 
future, there are a few general comments 
which I should like to make. Until the end 
of 1948 the company was largely identified 
with road transport, though it had by then 
already acquired substantial interests in 
other forms of industry. With the passing 
of the Transport Act and the subsequent 
disposal of our transport and haulage 
interests to the British Transport Commis- 
sion, the company entered upon a new era. 
It is therefore only right that I should give 
you some indication as to the policy of your 
Board. 


Let me at once emphasise that we do not 
consider the evolution of the company to lie 
in the direction of developing into an invest- 
ment trust. On the contrary, we envisage 
for ourselves a more positive and active role, 
whereby we can use our still considerable 
funds in a constructive manner by further 
direct participation in industry, and at the 
same time by the development and expan- 
sion of our existing interests. It is true that, 
apart from ownership of property, your com- 
pany is entirely a holding company. It has 
been substantially this for a good many 
years, but we have always taken an active 
part in the direction of our subsidiaries. 
This we shall continue to do, in addition 
to being represented on the boards of our 
associated companies, and we shall in all 
cases give the benefit of our experience and 
support to the fullest extent. 


563 
LONG-TERM PLAN 


As can be seen, we have already gone 
some way towards re-investing our resources. 
and we have under consideration other 
potentially interesting propositions. For 
some part of the year the bulk of our avail- 
able funds has been on loan at short call, 
at consequently unremunerative rates, and 
there is little doubt that we shall maintain 
this policy of licuidity for the uninvested 
portion until attractive situations arise for 
permanent investment. We have confidence 
that the investments which have already 
been made will enhance the future income 
of the company, although no large increase 
is to be expected rapidiy. We are to some 
extent in the process of creating a new 
Tillings, and some of our plans are of a 
long-term nature If we are to be successful, 
we must follow the example of our pre- 
decessors, and show sound judgment in our 
actions, whilst not lacking in courage and 
—" nor fearing to take reasonable 
risks. 


Last, but not least; I should like to thank 
my colleagues for their support, and at the 
same time to pay a high tribute to the 
managing directors, executives and all other 
employees, not only of this company, but of 
our subsidiary and associated companies, for 
their valuable work during the past year. 





THE SCOTTISH 
PROVIDENT INSTITUTION 


MUTUAL LIFE ASSURANCE 
SIR ALEXANDER GRAY’S REVIEW 


The one hundred and twelfth annual 
general meeting of The Scottish Provident 
Institution was held in Edinburgh on 
March 7th. 


Professor Sir Alexander Gray, C.B.E., the 
chairman, said that the report was from all 
points of view highly satisfactory. The net 
new sums assured, £4,060,000, were the 
highest in the Institution’s long history and, 
in addition, under group life and pension 
schemes, new policies were issued for sums 
assured of £304,000 with associated pensions 
of £70,000 per annum; £273,000 was re- 
ceived as consideration for annuities granted. 

The increase in interest income to 
£1,179,000, or £903,000 net, was a most 
encouraging achievement in a difficult year 
for investors, and resulted in average yields 
of £4 7s. 10d. per cent. gross, or £3 7s. &d. 
per cent. net, calculated on the total funds. 


Claims under policies were almost un- 
altered at £1,400,000, those arising by death 
being the lowest for many years, thus reflect- 
ing a very favourable mortality experience, 
while claims by survivance showed only the 
normal increase to be expected from an 
expanding business. 


The funds had increased by nearly one 
million pounds to £27,765,000. Life assur- 
ance funds played an important part in 
national economy by helping to keep the 
price levels of marketable securities more 
stable. As they comprised investments care- 
fully chosen with regard to future commit- 
ments, there was not the necessity to realise 
securities when prices were temporarily re- 
duced that there might sometimes be in the 
case of an individual. Also the balance of 
income available for investment each year 
provided further support to the market when 
suitable occasions arose. Such factors 
enabled life assurance business to withstand 
financial upheavals and to give policyholders 
a valuable stake in funds, providing the 
highest degree of security. In the case of 
the Institution, there was a substantial margin 
between the aggregate market and book 
values of the assets. 


The report was adoptetd. 
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DECCA RECORD 
COMPANY, LIMITED 


PROGRESS IN RADAR AND 
NAVIGATOR 


The twentieth annual general meeting of 
the Decca Record Company, Limited, was 
held on March 7th in London. 

Sir Cyril F. Entwistle, K.C., M.C., the 
chairman, said that the balance from trading 
account, £304,811, showed an increase of 
£33,696, and the directors recommended a 
final dividend of 70 and 5/6ths per cent, 
making 112} per cent., less tax, for the fifth 
consecutive year. The progress of the Decca 
Navigator Company had continued and con- 
tracts for hirings were now well past the 800 
mark. Rentals on Decca Navigator equip- 
ment for the current year to date showed an 
increase of 50 per cent. over those of. the 
similar period last year, and sales of equip- 
ment would also show an increase. 

On the air side progress had been slower, 
but the great value of the system as a navi- 
gational aid was becoming more generally 
recognised, and they had good grounds for 
anticipating adoption of the system on a 
much wider scale. The most important 
development since they last met had_ been 
the introduction of Decca Marine Radar. 
This had a range up to 25 miles and could 
be operated successfully down to a distance 
of 20 yards. particularly valuable for naviga- 
tion in narrow channels. 


‘This marine radar had been so engineered 
that, despite its outstanding features, they 
were in a position to market it at a price 
lower than any similar equipment manufac- 
tured either in this country or elsewhere. 
Already contracts had been obtained from 
the navies of two foreign countries and from 
many shipping companies at home and 
abroad and in a few months since the intro- 
duction of Decca radar orders had been 
received from various overseas territories. 
Installations in ships were proceeding at a 
very satisfactory rate. In view of the grow- 
ing importance of Decca radar they were pro- 
posing to form a separate totally owned sub- 
sidiary company to exploit exclusively that 
side of the business. 


EXPANSION OF RECORD BUSINESS 


The record side of the business continued 
to expand in both home and export markets, 
turnover during the year under review being 
the highest ever. In the section dealing 
with radio and gramophones turnover was 
less than for the previous year; that they 
attributed to the increase in purchase tax to 
664 per cent. in the 1948 Finance Act. 


The turnover in the home market for the 
six months of the current year showed a 
considerable fall in comparison with the same 
period of the previous year. He was glad 
to say that there had since been a substan- 
tial and sustained recovery and they expected 
that sales for the full twelve months would be 
up to the level of those for the previous 
year. 


In addition to their range of Decolas, 
Beau-Deccas, Deccalians and Double-Deccas, 
they were now making television receivers 
the demand for which was in excess 
capacity to supply. Their large screen pro- 
jection television marked an advance over 
existing technique, and should find an exten- 
sive market. 


In the current year the results of the Decca 
Navigator Company, Limited, would for the 
first time be brought into the consolidated 
trading account, and they were hopeful that 
revenue would approximately balance 
expenditure. The year’s trading of the 
London Gramophone Corporation should 
result in a credit balance. 


The report was adopted. 


STERLING TRUST, 
LIMITED 


DIVIDEND AGAIN 6} PER CENT. 


The thirty-third annual general meeting of 
the Sterling Trust, Limited, was held on 
March 9th in London, Mr M. Hely- 
Hutchinson, M.C., the chairman, presiding. 

The following is an extract from his circu- 
lated statement : — 

In my statement last year, stockholders 
were informed that the income for 1949 would 
probably show a fall. In the event, however, 
the normal income increased by £454 to 
£231,344, while the fluctuating arrears, which 
cannot be estimated, decreased by £1,268 to 
£3,920. 

For the third year in succession there has 
been a fall in prices which became more pro- 
nounced and widespread in 1949. Lack of 
confidence in sterling caused a progressive 
decline in gilt-edged securities and a rise in 
interest rates ; a general feeling of uncertainty 
brought about considerably lower prices for 
ordinary stocks; in addition, recent court 
decisions resulted in high dividend-bearing 
Preference stocks losing a substantial portion 
of their market premiums. 

The valuation of the investments at Decem- 
ber 31, 1949, amounted to £4,892,357, show- 
ing an appreciation of £544,049, or 12} per 
cent. on the figure at which they stand in the 
balance sheet which compares with 254 per 
cent. for the previous year. Your directors 
recommend a final dividend of 44 per cent. on 
the Ordinary stock, which maintains the total 
rate at 6} per cent. 

The revenue prospects for 1950 are 
obscured by many difficulties. We must be 
prepared for some reduction of income in the 
current year, but our estimate shows that this 
should not be material in respect of the 
normal income. 

The report was adopted. 


LEACH’S ARGENTINE 
ESTATES, LIMITED 


TRANSFER TO ARGENTINA 


The adjourned  thirty-seventh annual 
general meeting of Leach’s Argentine Estates, 
Limited, will be held on March 27th in 
London. 

The following is an extract from the state- 
ment of the chairman, Mr R. Roy Leach: — 

The trading profit for the year, at 
$6,274,589, was only $178,168 less than the 
previous record year. We have again had a 
very satisfactory year’s trading. 

The board are forced to the conclusion that 
the obvious and only way of solving most of 
the company’s difficulties is to transfer the 
business to an Argentine company. While 
this procedure cannot solve all our problems, 
notably that of remittances, it is a step which 
must now be taken by the company. It has 
been agreed with our lawyers that the first 
move to be made in this direction i, to 
transfer the seat of control of the company 
from this country to Argentina. 

There is enclosed with this statement a 
notice of an extraordinary general meeting 
to be held, with a view to changing the com- 
pany’s afticles of association so as to vest 
the management and control of the company 
in a board which would meet in Argentina. 

Negotiations have for some time been in 
progress with Garovaglio & Zorraquin, Ltda., 
who are desirous of acquiring our estates and 
principal assets with a view to a merger with 
S.A. La Merced, an Argentine company own- 
ing canefields and a sugar factory adjoining 
our “La Esperanza” property. It is antici- 
pated that if the negotiations are brought to 
a successful conclusion our company will own 


about 70 per cent. of the capital of the two 
concerns. 
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THE CONSOLIDATED 
MINES SELECTION 
COMPANY, LIMITED 


The fifty-fourth annual general meeting of 
this company will be held in London on 
March 28th. 

The following is an extract from the circu- 
lated statement by the chairman, Mr S. S. 
Taylor, C.M.G., D.S.0.:— 

Current assets exceed current liabilities by 
£74,000, but allowance must be made for the 
reserve of £15,000 for future United 
Kingdom income tax, leaving an actual sur- 
plus of £59,000, compared with the previous 
year’s figure of £32,000. 

Dividends and interest from investments 
are slightly higher than last year. Net share- 
dealing profits and revenue from other 
sources show a substantial rise from £46,429 
for the preceding year to £87,422. Increased 
opportunities for profitable dealing in invest- 
ments have contributed to this improvement, 
and we have again been able to secure par- 
ticipations in underwriting in London and in 
similar business offered to us by Anglo 
American Corporation of South Africa, 
Limited. The profit at £220,207 shows an 
increase of £42,384. The rate of dividend 
recommended is unchanged. 

Already an important part of your com- 
pany’s interests lie directly or indirectly in 
the developmen: of the gold mining industry 
in the Orange Free State. As this new gold- 
field progresses it is becoming increasingly 
apparent that many new opportunities of 
profitable investment will present themselves. 
Moreover, our association with Anglo 
American Corporation of South Africa, 
Limited, may give us scope for successful 
investment in other directions. The board 
has the financial position of the company 
under constant review and appreciates that 
it may in due course be necessary to consider 
raising additional capital. 





BEAUMONT PROPERTY 
TRUST, LIMITED 


A WELCOME IMPROVEMENT 


The sixteenth annual general meeting of 
the Beaumont Property Trust, Limited, was 
held on March 9th in London, Mr C. W. 
Black, M.P., J.P., F.R.I.C.S., the chairman, 
presiding. 

_The following is an extract from his 
circulated statement : — 

The profit for the year, including dividends 
received from the three subsidiary companies, 
amounts to £66,629 after providing £54,061 
for income-tax and profits tax. This figure 
shows a moderate but welcome improvement 
on the profit for the previous year, the 
increase amounting to £5,063. 

Our three subsidiary companies have made 
satisfactory progress during the year, and 
have declared dividends on their preference 
and ordinary capital amounting to a total of 
£76,563 gross, leaving, after deduction of 
income-tax, a net amount of £42,110. Your 
directors are recommending that a final divi- 
dend should be paid of 44 per cent., less 
income-tax, making a total of 7 per cent., less 
income-tax, for the year. 


Further progress has been made during the 
year in the reinstatement of war damaged 
properties. As a result, the revenue of the 
group should benefit in the current year from 
the rents of these reinstated properties. It 
is anticipated that all such work of reinstate- 
ment should be completed during the current 
year. 


A GOOD DEMAND 


The demand for tenancies of properties 
of nearly all classes continues to be good, 
and, owing to the very slow rate of building 
of new properties, the demand continues 
much to exceed the supply. There is, accord- 
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ingly, at present little difficulty in promptly 
reletting any properties which come into 
possession, 

Before the war, we were profitably em- 
ployed in our subsidiary development com- 
panies in the erection of new residential and 
business premises, These operations, while 
profitable to your companies, helped to meet 
the demand by the public for such premises, 
and, without any subsidies from the State or 
local authorities, we vere creating assets of 
great value to the community. Since the war, 


Private building has been largely banned, and 
the local authorities made virtually the sole 
providers of new houses and flats, and in 
respect of every new house or flat thus built 
the community has had to find, through rates 
and taxes, a minimum subsidy of £1,320 (£22 
per annum for 60 years). It is to be hoped 
that the wisdom of allowing the private 
developer to play his part in solving the acute 
housing shortage will, even at this late hour, 
be recognised by the Government. 
The report was adopted. 





THE STEETLEY COMPANY, LIMITED 


RECORD PRODUCTION AND SALES 
MR N. M. PEECH’S STATEMENT 


The twentieth annual general meeting of 
The Steetley Company, Limited, will be held 
on March 31st at the Royal Victoria Hotel, 
Sheffield. 


The following is the statement by the 
chairman and managing director, Mr N. M. 
Peech, which has been circulated with the 
report and accounts for the year ended 
December 31, 1949:— 


Your company is but a very small part of 
a large trading nation, and the Government 
of that large trading nation new controls the 
supplies and prices of fuel, electric power, 
imported raw matericls as well as transport 
services and rates. National policy is also 
responsible for tae basic remuneration of 
labour. Thus, the efficiency of the manu- 
facturing community controls the cost of the 
finished article which has to be sold in world 
markets only to a limited degree depending 
on the type of product made. Whatever a 
manufacturing concern may achieve, under 
these conditions, in the way of improved fuel 
consumption, productivity, etc., cost and 
prices become more and more dependent on 
circumstances outside the manufacturer’s 
control. The nation’s cost of coal produc- 
tion was 46s. a ton in 1948, against 16s. a 
ton in 1938, and it may interest you to know 
that your company’s fuel and power bil! 
represents 28 per cent. of their gross sales, 
which is a big figure. 


FFFECTS OF DEVALUATION 


If a trading company continues to spend 
more than it earns, it goes bankrupt and the 
assets have to be written down or the com- 
pany is unable to continue to trade. That is 
what happened to this country in September 
last, when, despite generous Marshall Aid, 
the pound sterling had to be devalued. The 
full effect of devaluing the pound will not 
be felt for another 12 months or so and it 
remains to be seen whether cur exports in 
future will balance the higher cost of imported 
raw materials and food. 


The reason for the economic pass to which 
we have come is not far to seek—it is insuffi- 
cient production per head of population at 
too high a cost. The country has been told 
that our production is bigger than ever before 
with a clear inference that we are “doing 
fine.” Even if it is 30 per cent. higher than 
in prewar days, it is still not big enough for a 
country which is so largely dependent on 
exports to pay for the wherewithal to feed its 
factories and population The fact that 
American production is twice what it was 
prewar is the key to her high standard of 
a and astounding economic predominance 
today. 


Reference is made here to Great Britain’s 
economic position, first, because the sooner 
the whole nation is aware of and understands 
the facts of our critical position and industry 
iS given a freer hand and every encourage- 


ment to improve efficiency in all ways, the 
sooner will we get out of our economic difh- 
culties and rise again in the eyes of the 
world; second, because the country’s 
economic position must have a considerable 
effect upon every British industrial enter- 
prise. Let me now refer to your company’s 
affairs. 


DIVISIONAL REPORTS 


The group production and sales were again 
records. In the dolomite division, the benefit 
of a full year’s working of the new Cadeby 
works, near Doncaster, was obtained. The 
installation of large machinery in the quarries 
and the re-equipment o. the processing plant 
at the Coxhoe works in Durham should be 
completed this summer. The rebuilding of 
the Taffs Well works in South Wales modelled 
on the lines of the Cadeby works has 
commenced. 


In the refractory brick division both the 
works at QOughtibridge and Worksop were 
undergoing re-equipment and some extension, 
also new products were being developed. 
Thus, the financial results of this division 
were adversely affected. 


In the magnesia division, great strides were 
made at the Hartlepool sea-water works, of 
which we are the managers, production being 
no less than 30 per cent. above the previous 
record. This 1s particularly gratifying as it 
was achieved by technical improvement and 
not by the employment of additional plant. 
The requirements of the home market are 
now being fully satisfied, which results in an 
annual saving of foreign currency amounting 
to £750,000, and the export market is being 
tackled. 


In order to obtain the most up-to-date 
information on refractory and other develop- 
ments in which the .company is interested 
and to complete certain arrangements with 
American interests of value to our works 
operations, a tour was made of the eastern 
seaboard of the United States by the chair- 
man in the latter part of the year. 


GROUP BALANCE-SHEET 


The issued capital now amounts to 387,500 
44 per cent. preference shares and 776,260 
ordinary shares of /1. The latter reflects 
the issue of 200,000 shares at 40s. each 
which was made in June. The premium of 
20s. per share (£200,000), less expenses of 
issue (£5,869), creates the share premium 
account of £194,131 and increases the capital 
reserve to a total of £359,046 


The high proportion of the surplus on 
trading being taken in taxation, depreciation 
being based on the original and not on the 
replacement value of equipment, and machi- 
nery prices being two to three times the 
prewar figure, made it undesirable for the 
company to finance from its cwn resources 
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the re-equipment and development of its old 
business and new lines. 

A figure is shown in the balance sheet for 
tax on the excess of wear and tear and initial 
allowances over depreciation charged in the 
accounts. This arises from the increase to 
40 per cent. in initial allowances on new plant 
in the last Finance Act. The reserve created 
will be useful in reducing the company’s 
taxation charge in later years, particularly if 
there should be a recession in trade. The 
board and the auditors consider that the 
depreciation charged in the accounts is 
sufficient. 

The additions to plant and machinery dur- 
ing the year amount to £303,647 (which 
includes £57,320 transferred from buildings), 
and the authorised expenditure on capital 
account outstanding at December 31, 1949, 
amounts to £376,000. Our subsidiary, the 
British Periclase Company, paid the sum of 
£54,669 to acquire certain patents that are 
being operated in the magnesia from dolo- 
mite and sea-water process, 


PROFIT AND LOSS ACCOUNT 


The group trading profit of £474,773 com- 
pares with £367,284 last year. After deduct- 
ing depreciation (amounting to £99,501), 
taxation (amounting to £207,859), and direc- 
tors’ fees (amounting to £4,583), the net 
profit is £167,092, compared with £117,545 
in 1948, 

It is satisfactory to see the increase in 
earnings on the larger capital invested in the 
business which resulted in a further improve- 
ment in operating efficiency as well as higher 
productions, 

The revenue reserves have been increased 
by £125,000, which sum includes £26,097 
from the pension fund no longer required ; 
the balance on profit and loss account, after 
making this allocation and providing for the 
recommended dividends amounting to 
£65,093, will be £65,570. 


APPRECIATION 


The production and sales volume and 
manufacturing efficiency are reflected in the 
trading profit and the staff and workpeople 
are responsible for these results. We are 
indeed grateful to them all. The frustrations 
and delays in getting permits to proceed 
even with essential work, are well known to 
everyone, and we admire the staff, who have 
fought our battles to the end with the 
officials of numerous government depart- 
ments involved in every project, great or 
small. 

BOARD CHANGES 


Mr J. A. Russell, who joined the board in 
1932, retired in July on going to live in 
Jersey. The company is fortunate in that 
Mr A. MacLeod, who has wide experience 
and is well known in the steel industry, 
agreed to fill the vacancy. Mr M, Douglas, 
who had for some time suffered ill-health, 
resigned his executive positions and direc- 
torships, and his place has been filled by 
Mr W. Stocks, M.B.E., the general manager 
of the dolomite division, who in the past 32 
years has risen from the ranks of the com- 
pany. 


CURRENT PROSPECTS 


The demand for your company’s products 
remains at a high level. The management 
continue to seek new markets and have made 
progress in that djrection. In the current 
year we can expect to obtain further benefit 
from the works re-equipment and extension 
programmes and the new products. Subject 
therefore to the circumstances outside our 
control to which reference has already been 
made and the fact that our national finances 
are still far from being on a satisfactory 
footing, there is reason to believe that we 
should be able to present another acceptable 
report to the members at the next annual 
meeting. 





566 





THE ECONOMIST, March 11, 1950 


Investment Statistics 


Company Notes 


Brush Electrical Engineering.—Group 
trading profit in 1949 amounted to 
£1,917,992 (£1,312,091), and net profit to 
£653,878 (£651,510). Dividend recom- 
mended is 10 per cent for the year 
(unchanged). 


Westinghouse Brake.—Trading profit of 
the group, after depreciation, £110,393 
(£98,864), and directors £21,444 (£22,262) 
was £489,110 (£465,740). Net current assets 
were £2,261,897 (£1,367,493), bank overdraft 
£52,755 (£652,900), and stocks £2,126,983 
(£2,227,921) at the year-end. 


Lotus.—Group trading profit fell from 
£783,236 to £681,914 in 1949; stocks in- 
creased from £922,318 to £1,168,061 at the 
year-end. The year’s appropriations include 
£100,000 (nil) to trading reserve. 


Upsons.—Consolidated tradigg profit in 
1949 amounted to £833,913 (£907,839), and 
net profit to £357,542 (£370,331). The pro- 
posed dividend of 20 per cent for the year 
is unchanged. 


Saxone Shoe.—Combined trading profit 
declined from £581,185 to £524,664, and net 
profit from £245,032 to £207,441 in 1949. 
The proposed dividend of 20 per cent for 
the year is unchanged. Stocks have risen 
from £906,288 to £1,364,234. Liquid funds 
amounted to £23,049 (£592,288) at the year- 
end. 

J. Sears and Co.—Trading profit of the 
group declined from £1,460,931 to 
£1,360,737, and net profit from £596,615 to 
£548,911 in 1949. Stocks increased from 
£2,110,315 to £2,891,714; cash is lower at 
£562,738 (£978,121). 

The Steetley Company.—Group trading 
profit rose from £367,284 to £474,773, and 
group net profit from £117,545 to £167,092 
in 1949. The proposed dividend for the 
year is 13 per cent. The company’s fuel and 
power bill represented 28 per cent of gross 
sales for the year. 


English China Clays.—Group trading 
profit increased from £573,150 to £775,774 
and the parent company’s net profit from 


£222,487 to £292,249 in the year to Septem- 
ber 30, 1949. The dividend of 4 per cent 
recommended for the year is unchan 
Stocks have risen from £1,203,212 to 
£1,320,895 on the year ; bank overdraft has 
been reduced from £418,952 to £260,726. 

1. and R. Morley.—Consolidated trading 
profit in 1949 was £441,457 (£480,000). 
Stocks increased from £1,070,869 to 
£1,143,953 on the year. 

Leyland Motors.—Trading profit of the 
parent company increased from £1,422,768 
to £1,895,206 and net profit from £591,508 
to £674,097 in the year to September 30, 
1949. Depreciation absorbed £229,977 
(£211,689). taxation £974,257 (£653,235) 
and provision for liabilities not yet ascer- 
tained £75,000 (nil). Stock depreciation 
£200,000 (same) ; purchase and replacement 
of plant reserve £200,000 (same). It is pro- 
posed to increase the dividend from 15 per 
cent to 20 per cent for the year ; a further 5 
per cent tax free (same) is recommended 
from surplus realised on sale of fixed assets. 


Bowater Paper Corporation.—Group 
trading profit including £300,394 (nil) 
exchange differences amounted to £4,279,653 
(£3,821,325) for the year to September 30, 
1949. Net current assets valued at post- 
devaluation rates of exchange were 
£38,709,746 (£6,812,832) at the year-end. 

Hoover.—Consolidated trading profit after 
charging depreciation {£262,297 (£214,633) 
was £1,719,378 (£829,072). A dividend of 
45 per cent actual is recommended on the 
£935,000 ordinary stock. 

Wooicombers.—Trading profit declined 
from £360,304 to £346,428 in 1949. Net 
profit amounted to £163,887 (£178,947). 
Dividend recommended for the year is 
13} per cent after deduction of tax. Stocks 
rose from £353,867 to £363,080 on the year. 


A. W. Camage.—Trading profit for year 
to January 31, 1950, was £384,849 
(£418,818). Stocks increased from £383,223 
to £505,995 at the year-end. 

William Whiteley.—Trading profit de- 
clined from £231,010 to £161,750 in the 
year to January 31, 1950. Stocks are up from 
£383,979 to £413,515. 


Radiation.—Consolidated trading profit 
for 1949 was £1,091,753 (£1,010,461) and net 
profit £431,545 (£382,931). The proposed 
dividend of 12} per cent for the year is 
unchanged. 


Capital Issues 


Boots Pure Drug.—Underwriting of the 
issue to shareholders of one new 5s. ordinary 
share at 35s. per share for every five shares 
held has been completed. 

D. Sebel (toy makers), — Stockholders 
registered on March 13th are offered one new 
2s. ordimary share at 4s. per share for every 
share held. The issue will raise some 
£231,000. 

John Jacks (caterers)—Subsequent to 3 
bonus issue of one Is. share for every Is. share 
held and consolidating the two shares into 
2s. units, shareholders are to be offered 
232,500 2s. ordimary shares at 7s. 6d. per 
share, in the proportion of one new share for 
every three shares held on February 16th. 

Brunner investment Trust.—The trust's 
issued share capital of £450,000 in Five per 
cent cumulative preference stock and 
£300,000 in ordinary stock is shortly to be 
marketed. In addition, there is £300,000 
34 per cent debenture stock, 1950-55, already 
quoted, and £150,000 in two further loan 
stock issues. 


New Issue Prices 





| Issue Price, 
Issue Price Mar. 8, 
(a) | 1950 

Agric. Mort. Deb. (25 paid).....| 99 | 1g—IRpm 
Brutton, Mitchell, Pref. ....... 20/74* + 20/0—20/9 
Calcutta Elec., Deb. .........- 938 91f—92} 
English Elec., Deb. .......+45- 99 | 102{—105) 

Do. Ord. (fl paid) ........ | 35/0 (25/10}—26/1} 
Gil REST BRC. | 70/0 | 15/9-16/9pm 
Howardsgate Trust ........... i... f 15/3—16/3 
N, Ireland 60-70 ........se00. j 100 994—99j 
Jamaica, 54% ie ukebaek shend ; 100 | 98—93} 
Kalgoorlie Elec. (£25 paid) ....) 100 | 53—5} pm 
Newbould & Burton........... | 39/6* | 20/1§—20/7} 
Opeth SOR 5s. 5 2 acin ebbSie ves ; 3/4* | 1/5—1/6 
Silvertown Services ........+++ 5 ia 14/9—15/6 
Steel, Ist Mort. Deb. .......... 100* | 99}—100} 
S. Rhodesia (£40 paid)......... 938 4—E pm 
Tilley Lamp, Pref. i vcd a sed 20/3* | 20/3—20/9 
Ultramar, Deb. ....6.260.--.-1 I 99—10! 








SECURITY PRICES AND YIELDS 


A fuller list containing 366 securities appears weekly in the Records and Statistics Supplement. 


Notes on the following company 


reports appear in the Supplement: Bowater Paper Corporation ; Radiation ; Westinghouse Brake and Signal. 
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Prices, | Price, | Price, | Yield, | Yield, Prices, Laat ‘Ween en wus 
Year 1950 a . ws i. > i bt ree a a> 8, Year 1950 . . i : ice, tek 
lan. 1 to Mar. 8 Name ot Security ey mae” — ae Peace en Name ot Security = x. as: 8, 

“Hieh | Low | (n ig’ ow | {a) {b) {c) i 
British Func Ts ait s 4 
10137 | 1014 | War Bonds 24% Ang. 1, 1949-51]! 101 | 1014/0 7 1); 1 Ol i % | Other Securities | 6 - 
Mone | MORE, wer Bens 127 mex asew-esl Soa [doth (a. 1.3/2°3 4 tom | on | Go | f inetoeee sty toreee.... my (3 9 3 
10183 | War ; le be -54) 10 / 10 } | Birmi 1955-57... 216 Ol 
Mok |W, Veco Nome Marsal ae |i 2 28/34 Sd. oe) | Bol & cece meas 
0 | 'War Bonds S - | 4 VA : . 4 
ion | 101} | Funding 24% June 15, 1952-57. | 1013 | 101g | 1 6 3 | 2 11 8i] 72/-| 67/9; 106) § > lan. Blectrical "Oni. fi. <— : = 
103, | 102° | Nat. Det. 3% July 15, 1954-58. 102% | 102} |1 7 3|214 Gi] 78/9| 71/6 | 224¢| Tha |Assoc-Port.Cem, Ord. Stk. £1 75/74 | 519 0 
1034 | 102% | War Loan 3% Oct. 1, 1955-59.) 1034 |1024xd 1 8 0 | 214 5/] 19/6| 17/03) 40 c| 40 ¢ Austin Motor, Ord. Stk, 5/- 18/9 |7 2 5» 
99. | 964 Dav. Bonds 3% Aug. 15, 1955-65)! 98 | 98} +2138 9 | i 70/73 66/- | 7 a) 76 Barclays Bank, Ord ‘B' fl 69/- 412 
99% | 97h Funding 2}% April 15, 1956-61./) 98§ | 97gxd\ 1 11 11 | 2 14 64) 139/- | 129/-| 15 a) 119 6 \Bass Ratcliff, Ord. £1...... 134/44 | 3 11 51 
98 | 95} |\Punding 3% April 15, 1959-69..| 962 | 95ixd 118 5/3 6 Ol] 95/3) %/-! i2 b| 8 @ | British Oxy, a 94/4 | 4 410 
107 | 105 |\Punding 4% May 2, 1960-90... 106§ | 106 | 111 6/3 7 10¢] 35/- | 32/1) 5 6| 2) |\Courtaulds, Ord. fl..--.... 33/3 | 410 3 
96 | 944 Sav. Bonds 3% Sept. 1, 1960-70 94, | 94 | 119 4/3 7 3117/10) 16/6| 20 6| 5 a (Distillers Co, Ord ain... 16/103) 4 6 Ll 
1bat "| rasp" viet. Bonds 49° Sept 920-76] rost | isp | 113 6| 3 Tale] esl 59/6 | 18 ¢| 1s ¢ipmman ane Ont, f2;~-4- erie S 8 S 
o4f | 914 |'Sav. Bonds 3° ’Aug 15, 1965-75| 90f | 92 |2 0 7/3 9 Of] 44/3, 40/-| 76] 3 a ltmp Coen pen : foely | 4 14 11 
: © lator Be ||Imp. Ind., Ord. Stic. 42/4 | 4 
1024 | 100 |Consols 4% (after Feb, 1, 1957).|| 101 | 101k | 2 3 7/319 4f] 106/3 | 95/-| 13$a| 1846 | Imperial Tobacco, {1....... 102/6 | 6 411 
| 91k | Conv. 34% (after Apr. 1, aed Qlgxd) 91fxd 2 112) 316 2f] 33/74 29/74) We, 1 ec Lanes. Ord. Stk. £1 30/4h | 6 Ll 6 
70) 67 |, Treas.Stk.2}% (afterApr.1,1975)| 67§xd| 67jxd 2 0 10 314 2 44/6 39/3} 10 ¢) 10 ¢|\Lever & Unilever, Ord. 42/6 | 414 1 
83§ | 79} | Treas.Stk.3%(afterApr.5,1966).|| 80}xd| 80}xd 2 1 1/314 Tff 63/-| 58/9 15 c| 15a |\London Brick, Ord. Stk. 60/- |5 0 0 
oi |WarLoan 349q(alterDec.2,1952)| | ela 2 ¢3i 1H 40/-| 33/3) HAD) Tha | P'chin J’nson, Ord. Sti. 10: 39/- |6 8 2 
I Conn 7 ) e 8 a) P. ~ 1 8 
BP) Bh lear caciy Sed Ses SRS By hanes elie ai ie 
orit. . a . Apr. ' xd 0 10 \ c cls eeeeereess 17 6 
v4 | 91% | Brit. El. 3% Gd. Mar. 1 i9r4-77 92xd | 9ijxd| 2 1 0} 3 9 5i 66/7) 60/7} 13,2 @ | "Shell" } ee Ord Bik Lil 64/4h 3 6 6t 
| 86} |\Brit. Tpt. 3% Gd. July 1, 197 8 | 88 | 2 2 :5)312 2 i * a b |\Tube Invst., Ord, Stk. £1.. 5} | 410 9 
Brit. Tpt. 3% Gd. Apr. 1, 1968-73) 93xd | 92jxd)2 011/3 9 14 82 13/3 a b | Turner & Newall, Ord. Stk. 16/105 318 1 
| 85 [Bett Gas Gel. 3% 1, 1990-95, 87§ | 87§ | 2 2 1/312 44) 46/43) 41/9| 15 @| 21} |\Woolworth (F. W.), Ord. 44/9 18 3m 
Redemption yields are worked out on the that all dated stocks will be 
repaid at latest date Such yields are marked ‘?. To this rule there is one exception * oo (0) Final. (c) Whole year. {d) Int. paid half-yearly. (4) Assume! 
Phen Ga ae ekeceed aine Gaeitae Bear EE LNGE TULL” | tes Phas ome Go Gemane ella’ umtaon he eo, Yass toms 30% 
7" are a ing . (f) Flat on i o 
Si cual ccanm Uh is Get § clea capital —Vield basis 35%. 


after eapita) bonus. 








Llh 


ee 
AAPeSwWOKRORr Kas 
, 


ee eS eS 
greg 


ere | 





THE ECONOMIST, March 11, 1950 


567 


Statistical Summary 


EXCHEQUER RETURNS 


For the week ended March 4, 1950, total 
ordinary revenue was {111,013,000, against 
ordinary expenditure of £89,245,000 and issues 
to sinking funds £4,043,000. Thus, including 
sinking fund allocations of £18,713,000 the 


surplus accrued since April Ist is £649,450,000 

compared with £885,058,000 for the corres- 

ponding period a year ago, 

ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 






eceipts into the 
Exchequer 
‘ ___{f thousand) 
Esti- | April { April 
Revenue 


mate, 1 1 Week | Week 
1949- to to ended | ended 
Mar. Mar. } Mar. | Mar. 
5, 4, 5, 4, 
i 1949 1950 © 1949 | 1950 
RDINARY | | 
REVENUE { | 
Income Tax...... /1490000}1225182 1311775 69,238 58,793 
Satta se ac ewes | 105,000) 84,150 100,000] 4,200 4,300 
Estate, et2., Duties | 176,000) 164,350 176,500) 3,200! 3,800 
Stama, cao sne-ene | 48,500: 52,463 47,870) 1,400, 1,500 
Profits Tax .... | 240.000 181,590 244,260) 4,800 3,600 
BPs cies anc } ’ 74,005 34,300 300 = 200 


Other Inland Rev.| 1,000 615 ‘55a ... 40 
SpecialContributn.| 25,000} 75,600, 18,900) 1,200, 100 


Total Inland Rev. 2085 0011857955 1934163 84,338 72,333 








Customs. ........ | 829,650) 769,236: 753,996 28,693 20,217 
Rate 45.2... | 665,600 705,325 683,51 4,803 16,005 
Total Customs & 

Eucise ........ |14952501474561 1437506 33,496) 36,222 
Motor Duties. .... 54,000) 52,019 55,298 476 602 


Surplus War Stores} 44,000] 97,753; 77,837) 1,401) 9 
Surplus Receipts | 


from Trading..| 18,000) 28,564 47,54 


P.O. (Net Receipts)} —... ig See Dr 800 
Wireless Licences. j 12,000, 10,755) 11,590 eee 
Crown Lands... . . i 1,00 840) 570 
Receipts from) 

Sundry Loans..| 20,000] 15,280! 19,929 ... 2,370 


Miscell. Receipts. . 50,000} 122,269 70,698 137 277 


Total Ord. Rev... |377775013659996 3655131}120448 111013 





SeLF-BALANCING | 

Post Office....... 159,630] 142,840] 151,500} 2,500 3,300 

Income Tax on! 
E.P.T. Refunds! 5,700 8,123) 11,030 159) 190 











Total: cigaccaisn 3943080 3810959 38176611123107 114503 










to meet payments 


EXPENDITURE 
Int. & Man. of 
Nat. Debt..... 
Payments to N, 


Ireland........ 1,563 1,730 
Other Cons, Fund | 
Services ....... 2,088) 35 





Fete isc. caece 527,000) 504,671 508,37 | 
Supply Services . . |2802707)2252545 2478593 33,200 49,646 


2757216'2986968 75,293; 89,245 
17,722, 18,719 3,523, 4,043 















SeLr-BALANCING 


Post Office....... 2,500, 3,300 

Income Tax on 

E.P.T. Refunds ; 159, 190 
onal 2925901 3168211} $1,476 96,778 


_After decreasing Exchequer balances by £522,646 to 
(2,678,528, the other operations for the week decre 
the gross National Debt by £8,556,766 to £25,118 million. 


NET RECEIPTS (£ thousand) 





Tithe Ah, MOM BITE.G5 send ia nengss cdi crews 60 
NET ISSUES (£ thousand) 

‘ost Office and Telegraph A i SOUR cekeactenes 800 
E.P.T. Refunds....... : i rs pDbe KE SEC AEwAAR EKO 231 
Local Authorities Loans Act, 1945, s. 3(1)........ 1,900 


con Industry Nationalization Act, 1946, s. 34(1).. 1,000 
Otton (Centralized Buying) Act, 1947, s. 21(1).... 3,000 
Overseas Resources Development Act 1948 :— 
SUUUUN DUNNE csc ii 4 bas kates dekinecs eae 500 
Mis:eHlaneous Financial Provisions Act, 1946 :— 
ce: 2, War Damage : War Damage Commission 2,000 
inance Acts, 1946 and 1947, Post-war Credits. ... 320 


9,751 





CHANGES IN DEBT (¢ thousand) 


Receirrs PAYMENTS 
Other Debt :— Treasury Bills .... 
Taternal........ 41,270 Nat. Savings Certs. 
External ...... 3,147 24% Def. Bonds. . . 
Ways & Means Ad- 3% Def. Bonds. ... 

WOMB ok cos ies 15,560 13° Exchequer 
Bonds, 1950 .... 
Tax Reserve Certs 

59,977 





FLOATING DEBT 


({ million) 













Ways and 
Treasury Means 
Date — ee 
2 | Bank 
Public | ot 
Depts. | Eng 


Tender} Tap 
| land 


2210-0 | 2271: 


2970-0] 1985- 
2970-0] 2005- 
2980-0] 1952- 
4983-0 





859- 
888- 
872- 


OD hw 


QrAee COnmeo 





to 3.0 OOMM 


2-3 
0-8 


402-4 
419-4 





he 
ee 





TREASURY BILLS 


({ million) 







Average 





Amount 








66,666 
200 

430 

505 

50 

3 682 


68,533 









Rate 
Date ot Allotted 
Tender of Allot at 
Min. 
Rate 








330-9 | 170-0} 10 


4-55 
Dec 2 | 230-0] 312-5 | 230-0] 10 4-03 
» 9 | 230-0 | 321-9] 230-0} 10 4-01 
"46 | 230-0 | 282-7} 230-0] 10 4-52 
” 23 | 230-0 | 292-4 | 230-0] 10 4-16 
” 30 | 230-0 | 253-9 | 230-0} 10 5-09 
1950 
Jan. 6 | 230-0 | 251-9 | 230-0] 10 4-95 
, 413 | 230-0 | 266-1 | 230-0] 10 5:83 
” 20 | 220-0 | 271-4 | 220-0] 10 5-74 
27 | 220-0 | 286-9 | 210-0] 10 5-66 
Feb, 3 | 210-0 | 304-0 | 210-0] 10 544 
» 10 | 220-0 | 287-4 | 220-0] 10 5-96 
” 37 | 230-0 | 294-5 | 220-0] 10 5-75 
<i 220-0 | 274-4 220-0} 10 6-44 
Mar, 3 ! 230-0 | 321-6 | 230-0) 10 5-23 


NT 
On March 3rd applications for bills to be paid on 
Monday, Tuesday, Wednesday, Thursday and Friday 


were accepted as to about 57 per cent of the 


amount 


applied for at {99 17s. 4d., and applications at higher 


prices were accepted in full. 


Applications for payment 


on Saturday were accepted at £99 17s. 5d. and above in 
full. Treasury Bills to a maximum of £230 million are 


being offered for March 10th. For the week 


ending 


March 11th the banks will not be asked for Treasury 


deposits. 








NATIONAL SAVINGS 
({ thousand) 
Y 9 otal, 
Week Ended apr. 1 to 
Feb. 26, | Feb. 25, | Feb. 25, 
1949 | 1950 | 1950 
avings Certificates -— 

Recents... 6. ik cc ccstee 3,000 1,900 93,000 
Repayments ........+-.- 2,600 2,900 | 114,650 
Net Savings .........+-. 400 |Dr1,000 Dr21,650 

Defence Bonds :— 1 
Receipts. . 2... ccsccsesss 905 | 335 22,900 
Repayments ........+..- 735 | 1,154 37,307 
Net Savings ..........-- 170 \Dr 819 |Dr14,407 

P.O. and Trustee Savings t 

Banks :— 
Receipts. ......-sseesee 12,551 | 11,930 | 578,761 
Repayments ..........++ 10,922 | 10,732 | 609,690 
Net Savings .......+.4++ 1,629 | 1,198 |Dr30,929 
Total Net Savings......... 2,199 |Dr 621 |Dr66,986 
Interest on certificates repaid 468 615 23,274 
accrued on $a 

| itemaining invested ....©. | 2,460! 2,475 |_ 113,990 


BANK OF ENGLAND 
RETURNS 
MARCH 8, 1950 


ISSUE DEPARTMENT 
| F 
Notes Issued:- | Govt. Debt. . , 1.6 5,100 


In Circulation 1257,623,673 | Other Govt, 
Tn Bankg. De- Securities ... 1288,404,921 


partment .. 42,733,150 | Other Secs... . 568,882 
Coin (other 
than gold)... 11,097 
i Amt. of Fid.——————— 
ge 1300,000,000 
| Gold Coin and 
Bullion {at 
248s. per oz. 
cs. aes 


356,823 


1300,356,823 
BANKING DEPARTMENT 


1300,356,825 


f 
447,893,941 
44,493,447 


é 
14,553,000 | Govt. Sees... 
. 3,930,589 | Other Secs. :- 
Public Deps.:- 166,405,959 Discownts and 


es 


Public Accts.* 15,950,023; Advances... 20,922,481 
H.M. Treas, | Securities.... 23,570,966 
Special Acct. 150,455,936 
Other Deps.:- 355,487,126 
Bankers..... 281,151,132 | Notes........ 42,733,150 
Other Accts... 74,335,994 | Coin......... 5,256,136 
540,376,674 | 540,376,674 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 
(£ million) 





















1949 1950 
Mar. | Feb. | Mar. | Mar. 
9 8 
ssue Dept, -— ! | 
Notes in circulation..... 1247-2\1250-8 1257-6 
Notes in banking depart- | 
Wie i oedbcedinexs 53-2} 49-6 42-7 
Government debt and | | 
SOI io ccc vos acs 1299-3 1299-3)1299-4 
Other securities......... 0-7; O-7F 0-6 
MONE dcietulse «vanes vues 0-4 «0-4 0-4 


Valued at s. per fine 02... 


2483/0 248/0, 248/0 
Banking Depi. :— i 


} 


Deposits :— 
blic Accounts ........ 14-0) 13-7) 15-9 
Treasury Special Account 136-0) 136-0; 150-5 
OIE 66 6 c0s sevens 285-2) 284-3) 281-2 
Nis sitcvesgnndecia 113-5, 116-4 74-3 
PES idan Seeenccage ces 548-7, 550-4; 521-9 

Securities :-— | | 
Government. .......+++. 463-9| 457-8 447-9 
Discounts, etc........... 22:0; 22-7) 20-9 
I occ csepeedents 22-9 33-7) 23-6 
PRS i cdsactce enseders 508-8) 514-2) 492-4 
Banking dept. res......... 58-4, 54-7) 48-0 

% | % | % 

fos vaetaenns ‘§ 10-6, “9-9 9-1 





\ 


* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue lowered from {1,350 million to {1,300 
million on January 11, 1950. 
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PRICES 
(1927 = 100) 
ar. 2. | ar. 
Group 8, 21, a 
1949 | 1950 1950 













147-3 147-3 















216-1* | 217-3 

: 267¢5 | 267-5 
Miscellaneous........... 151-6 157-3 157-3 
Complete Index ........ 165-9 180-5* | 180-7 
BN MO a, 228-3 | 248-4" | 248-7 





* Revised. 
GOLD AND SILVER 


The Bank of England’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorised 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 


cash prices during last week were as follows :— 












SILVER 


{ eae) 
London. |New York} Bombay 
er ounce'per ounce!per 100 tolas 
{ | 


° } c. Ss a. 

Mar. ‘ 64 | 734 6 
” . 64 115 15 

” «+ | Markets Closed 


64 


» 
0 IH & a to 


&é 
x 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(/ncorperated in the Colony oj Hony Kong) 
rhe Laability of Members + limited to the extent and in manner prescribed by Urdinance No. « 
of 1929 ot the Colony 
CAPITAL ISSUED AND FULLY PAID UP - - - $20,000,000 
RESERVE FUNDS STERLING - - aneen ee: 


RESERVE LIABILITY OF MEMBERS - - -_ - 
Head Office: HONG KONG : 
‘bairman and Cbief Manager: Hosovras_e 81x Artuor Morse, C.B.E. 
ndon Office : 9, Gracechurch Street, E.C.3. 





London Managers 8. A. Gray, A. M. Duncan WaLiace. 


BRANCHES : 

BURMA CHINA (Won. INDO-CHINA MALAYA (Con.) NOKTH 

Rangoon Swatow Haiphons Koala BORNEO (Con. 
Tientsin Saigon Lampu' Sandakap 
Tsingtao 1APAN Malacca Tawau 

CEYLON Kobe Muar PHILIPPINE> 

Colorabo EUROPE Tokyo Penang oilo 
Hambar: Yokoham. Singapore Manila 
Lyous JAVA Singapore SIAM 

JHINA Djakarta (Orchard Road) Bangkok 
Canton HONG KONG (late Batavia) Sungei Patani UNITED 

*Ohefoo Hong Kong Sourabays Telak Anson KINGDOY 

*Pairen Kowloon MALAYA NORTH Londor 
Hankow Mongkok Cameron BORNEO 4 

*Harbin Highlana- Brunei Tow: U.S.A. 

*Moukdes, INDIA Ipoh Jesselton New York 
Peking Bombay Johore Bahru Kuala Belait San Frapcisec 
Shangha: Calcutta * Branches at present not operating. 

BANKING BUSINESS OF EVERY KIND TRANSACTED aoa 

A. comprebénsive service as Trustees and Executors is also undertaken by the Bank's Truste 

Com jes in 

HONG KONG LONDON SINGAPORE 


REFUGE ASSURANCE COMPANY, LTD. 


Chief Office: OXFORD STREET, MANCHESTER. 
NNUAL INCOME EXCEEDS  £18,000,000 
ED £107,000,000 


A 

ASSETS EXCE 

CLAIMS PAID EXCEED £198,000,000 
(1948 Accounts) 





UNIVERSITY OF ABERDEEN 


DEPARTMENT OF POLITICAL ECONOMY 
Applications are invited for the post of Assistant in Economic 
History, whose duties will be mainly in Research. Salary £450 per 
annum with F.S.S.U. Applications to be lodged by March 20, 1950. 
Form of Application may be obtained from. the undersigned. 
University of Aberdeen, H, J. BUTCHART, Secretary. 
THE UNIVERSITY OF MANCHESTER 
Applications are invited for the post of Assistant Lectufer in 
Economics in the Faculty of Economic and Social Studies. Salary 
scale £450 to £500 per annum, with membership of the F.S.S.U. 
and Children’s Allowance Scheme. Applications, should be sent not 
later than April 14, 1950, to the Registrar, the University, Manchester 


13, from whom further particulars and forms of application may be 
obtained, 


COMPANY in the North of England has openings in its Market 
a Research Department for a male research assistant. This Market 
Research Department is a comparatively large one, and it operates 
in most fields of Market Research. The successful applicant will be 
aged between 22 and 30, and have a good educational background 
which includes mathematics, statistics or one of the scientific 
subjects, preferably to university standard. An initial interest in 
Market Research is desirable. A comprehensive training will be 
given, including a certain amount of field work. The commencing 
salary for a man aged 22 will be above the average for this type 
of position. In fixing the commencing salary for an older man, his 
additional age and experience will be taken into account. The 
prospects for promotion to an executive appointment within the 
next few years are good.—Please write in the first place to Box 353. 


Tae ORR AND PARTNERS seek additional staff for the 
. Control Division of their professional work as Consulting 
Specialists in Organisation and Management. Applicants must 
satisfy the following requirements :— 
i. Professional qualification in Accountancy. 
2. Some years’ executive experience in responsible industrial 
oe 
is ae and experience of modern techniques of Cost 
ontrol, 
oo general education and wide interest in contemporary 
affairs. 
Applications should be addressed in writing to the Company's 
Offices at 7, Park Lane, London, W.1, quoting Reference C.1 


’ A CORNS produce oak trees without advertising. But good pub- 
44 lieity is an essential ‘‘ fertiliser’’ in the growth of modern 


businesses. Talk to SAMSON CLARKS about it.—57-61, Mortimer 
Street, W.1. MUSeum 5050. 


GALES OFFICE MANAGER is required by Motor Accessory 
Manufacturer, Slough. Indispensable qualifications are a detailed 
ner of the motor manufacturing industry, good correspondent 
and ability to secure co-operation of travellers and staff. The 

ition would offer full scope for an ambitious man who is prepared 
o work hard. Applicants should give details of education and career, 
including salary earned in each position and of interests outside 
business.—Box 352, 


I['YNESIDE ‘Businessman ‘requiring Junior Manager is sought by 
exiled ex-cavalry officer, B.Com., 26, with industrial experience 
with respected concerns.—Box 359. 





The Economist’s Bookshop Ltd. 
caters tor specialists and students in 
Economics and the Political and Social Sciences 
11-12 Clement’s Inn Passage, Aldwych, W.C.2, 
West Eno BrancH: 30A Bury Sercet, St. jJames’s 







~~ Printed in Great Britain by St. CLEMENTS Press EMENTS Press, Lrp., Portugal St., Kingsway, London, W.C.2. Published weekly by Tue Economist Kingsway, London, W.C.2. Published weekly by Tie Economist Newspaper, Lt., 
at 22, Ryder Street, St. James’s,.London,.$.W.1. U.S. Representative: R. S. Farley, fii, Seadeal tee York. "S:-Sauedes, R24 11, 1950. 
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moorts/Exports 


Information about | =: = 
Trade Relerences: 


AUSTRALIA . . | te conitions 


wusiness © pportun.tics 





From over 400 Branches throughout Australia 
information is collated relating to the above and 
many other subjects in the interests ot British 
trade. You are invited to make use of this 
informatory service. 


The English, Scottish & Australian Bank, Limited 
5, Gracechuren Street, London, E.C.3. 


TE TT a a A a EE a a EO SEIT A: IPTC EY ft. | 


INCORPORATED ACCOUNTANTS 


THE SOCIETY OF INCORPORATED ACCOUNTANTS AND 
AUDITORS EXAMINATIONS, 
The next Examinations will be held at London, Manchester, Leeds, 
a Liverpool, Cardiff, Glasgow, Dublin and Belfast. 
oll0oWs :— 


Final Examination : May 16, 17 and 18, 1950. 
Intermediate Examination : May 17 and 18, 1950. 
Preliminary Examination : May 16 and 17, 1950. 


Applications on the appropriate forms, which can be obtained fron 
local Hon, Secretaries of District Societies, must be lodged with the 
Secretary, Incorporated Accountants’ Hall, Temple Place, Victoria 
Embankment, London, W.C.2, on or before Monday, March 20, 195). 

THE INSTITUTE OF PERSONNEL MANAGEMENT 

THE INSTITUTE OF PERSONNEL, MANAGEMENT is proceeding 
to appoint a full-time Director. The Institute is an independent 
association of practising personnel officers, working in co-operation 
with the British Institute of Management. Its two principal objects 
are to increase the knowledge and competence of its members, and 
to promote and develop personnel management. Desirable qualifica- 
tions are: (a) A degree or equivalent professional qualifications - 
(b) Knowledge of industrial relations and personnel practice ; (c) 
Experience in industry or commerce ; (d) Administrative experienc. 
Salary, £1,500 per year for a person with these qualifications, 
otherwise a period of training at a somewhat reduced salary may be 
offered.—Applications, giving all necessary details, marked con- 
fidential, to Dr C. H. Northcott, Institute of Personnel Management, 
Management House, Hil! Street, London, W.1. 

THE BOND STREET STAMP AUCTIONS 

The H, R. Harmer Saleroom is the Mecca of all serious Philatelists 
The auctioneers of the “‘ Hind” and * Roosevelt ’ Collections invite 
you to contact them if you have fine stamps or Gollections for dis- 
posal. If you wish to buy, write for Catalogue subscription blank. 
Airmail editions of Catalogues are available six to seven weeks in 
advance of Sales. To all serious Philatelists, the H. R. Harme: 
Service is indispensable, 

H. R. HARMER, LTD., 39-42, New Bond Street, London, W.1. 
Tel.: No. MAY, 0218. Cables: ‘* Phistamsel London.” 


THE EASTERN BANK LIMITED 


The Transfer Books and Re er of Members will be CLOSED 
from March 27 to April 11, both days inclusive. 
By Order of the Board, 
Cc. Li. MANNING, Secretary 
2 & 3, Crosby Square, London, E.C.3. March 8, 1950. 
ASSISTANT EDITOR-REPORTER wanted for international bus'- 
4 ness periodical. London. Experienced journalist, interested in 


industry and trade, able to write livel Tr Salary up to 
£1,000.—Box 372 write lively features. y up 


J.‘ HE CHARTERED INSTITUTE OF SBCRETARIES.—Directors 
requiring the services of CHARTERED SECRETARIES to fill 
secretarial and similar executive posts are invited to communicate 


with the Secretary of the Tf . Mansion 
House, E.C.4. .." e Institute, 16, George Street t 


SHRIDGE: Course 9, March 17th-20th. The Middle East. The 
Middie East in World Politics, Sir Desmond Morton; the 
Importance of the Oil Fields, Neville Gass; Palestine and the Arad 
States, Owen Tweedy; Egypt and her N bours, G. E. Kirk; the 
Position of Turkey, Sir Hughe Knat Hug ; Defence 
Problems, Lt.-Col. H. B. Calvert. Inclusive - 10s. : 
Conny ll. March 24th-27th. Economie Problems of Today. J): 
Marshall Plan and After, Sir Cecil Weir; Management and 
Control of the Nationalised Industries, Roland Bird: Anglo-American 
Eeonomic Relations; W. L. Hebb : for European 
Economic Unity; the Problem of Incentives in a Planned Econoniy. 
Inclusive Fee: £3 10s . 


Applications to Secretary, Ashridge, Jhamsted, Herts. Tel.: 
Little Gaddesden 3191, . — 


PLANNING Manager (28-40) is required by a Slough manufacturer 
engaged in batch production on an extensive scale. Considerable 
experience in the Planning Department in a Company of repute |s 
essential. This position calls for an unusual attention to deta:! 
ability to command the respect of the Sales and Works Department: 
and to secure the fullest co-operation of the Planning and Progress 
Staff. All applications should give details of the person's education 
— SPerenee, together with the salary earned in each position. — 
x : 


as 


OUTH AMERICA.—Retired Bank Executive, many years in 
J Argentine, Chile, Peru and Uruguay, seeks administrative pos! 


in London, and/or prepared mak riodical visits to any part of 
South America.—Box. a1. na — 


VOR SALE.—Economist, unbound, indices July, 1948-Dec., 1949. 
Offers.—Box 368. ak ~ 











